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The footwear industry has been of vital
importance to the rapid economic growth of Hong Kong
since the 1950's. However, in view of the growth of
the economy as a whole, the relative position of the
footwear industry's exports bas been declining since
the 1960's. Thereforein the light of pinpointing
the underlying factors.for.. its decline, a study of
this kind is likely to be intended. It is also hoped
that this study will. point out the direction for
improving the industry's export performance if not
show the way.
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1.1? Objectives of the Study
The footwear industry is one of the oldest
industries in Hong Kong. It was established in 1932,
aiming initially at producing footwear to satisfy domestic
needs,but there-was only a very small domestic market at
that time(4). For this reason,Hong Kong started exporting
footwear in a significant quantity as early as 1949. By
1959, footwear had become the third most important industry
in the Colony in terms-of export performance, valued at
HK$109 million and accounting for 4.8 per cent of total
domestic exports, after textile and clothing. In the
sixties, the Hong Kong's footwear industry developed
steadily. However, in the early 1970's, the industry's
export performance, after reaching a peak value of HK$351
million in 1971, suffered a sharp decline to HK$304 million
in 1972, representing HK$46 million less than 1971. The
greatest drop in values of exports in Hong Kong's history
can be partially explained by the imposition of the
European Economic Community's Generalised System of
Preference by the six menber countries. Furthermore, in
the first nine months of 1973,Hong Kong sustained a
1
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drastic cut in exports of footwear, valued' at HK$186.2'
million and representing a 20.46 per cent drop as compared
with the performance in 1972. It was the continuous drop
in export performance which aroused our interest in
conducting study of the industry.
This study is made basically to investigate
the industry as it exists in the Colony today. Specific.ally
its objectives are:
I.To describe the developments in the industry
in terms of employment, export performance,
and technological changes.
2.To determine some of the major problems
facing to the industry.
3.To make possible recommendations to the
industry based on our findings.
1.2 Scope of Study and Methodology
The internal market of Hong Kong is undoubtedly
important to Hong Kong footwear manufacturers. However,
because of its limited size foreign markets are more
important to manufacturers. Therefore this study centers
1 The population of Hong Kong in 1972 was 4,103,500-
Hong Kong 1973, Report' f or the year 19720
3on the export performance of the footwear industry. As
regards Hong Kong, four major materials are used in the





Of the above, leather footwear has always been
the least significant of all the kinds of footwear exports
It was estimated that approximately 80 per cent of the
total production of leather footwear is for local
consumption with the rest exported to overseas markets(l4).
In 1972, leather footwear accounted for a mere 4. 48 per
cent of the total value of footwear exports of HK$304
million. Therefore the study will not cover leather
footwear. Moreover, of the remaining footwear for export,
there are six major items representing 87.78 per cent of
the total value and 91.8 per cent of the total quantity
of footwear exports. Therefore the study covers only the
six major items listed in Table 1.
The major parts of the study pertain to the
developments in the industry and an analysis of its major
markets and problems.
In view of the lack of documented information
4
TABLE I
EXPORTS OF SOME MAJOR ITEMS OF FOOTWEAR
IN 1972
SITC1 % SHARE OF TOTAL
VAL QUANTITYCODE NO. DESCRIPTION
28.465.32Thong Sandals,wholly or mainly851-011
of rubber
0.690.59Slippers and House Footwear851-012
(except Thong Sandals) wholly
or mainly of rubber
1.582.61Footwear (except slippers and851-013
house footwear) wholly or
mainly of rubber (Farm Boots,
wellington, etc.)
17.6317.13Slippers and House Footwear851-014
wholly or mainly of plastic
materials
24.85 12.39851-015 Footwear (except slippers
and house footwear) wholly or
mainly of plastic materials
851-025 Footwear (except slippers and 37.28 31,104
house footwear) with textile
uppers and soles of rubber
TOTAL, 91.79851-014
Source: Hong _Kong, Trade Statistics,
Department of Census and Statistics
SITC stands for Stnadard International Trade
Classification.
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concerning the industry, observations and personal
interviews with people knowledgeable in the field were
heavily relied upon to furnish the information required
as a basis for the study. A telephone survey as well was
conducted for additional information.
Secondary data were mainly extracted from the
United Nations World Trade Annual 1964-1971, the Organi-
sation for Economic Cooperation and Development (OECD),
Statistics for Hide, Skin and Footwear Industry 1965-1971,
Hong Kong Census and Statistic Department Trade Statistics,
Hong Kong Labour Department Commissioner of Labour,
newspaper articles, journals and magazines.
1.3 Limitations of the Study
It was the unwillingness of local manufacturers
in the industry,which is characterized by numerous small
factories owned by traditional Chinese, to give cooperat-
ion in completing printed questionnaires that forced the
use of the personal interview method. Due to resource and
time limitations, information was obtained from intervie-
wing a cross section of ten manufacturers and exporters
in Hong Kong as well as officers in the Department of
Commerce and Industry, the Trade Development Council
and the Hong Kong Productivity Center. The reader will
find that there are discrepancies between Hong Kong
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export figures and the import figures of the individual
importing countries. These discrepancies arise from a
number of factors includinm
difference in valuation(F.O.B.C.I.F., etc.),
time lags in the registration of exports and
imports,
classification of trade statistics.
Furthermore, because of the time lag in the
publishing of the export and import figures and the lack
of the current figures relating to the countries importing
from Hong Kong, parts of the study do not contain the most
recent information.
CHAPTER 2.0
72.0 INDUSTRY IN PERSPECTIVE
2.1 Industry Background
2.11 The Importance of the Industry to Hong Kong's
Economy
Hong Kong in itself has no natural resources
other than its sheltered deep-water habour and
geographical position which is reasonably suited to
the role of commercial centre serving Mainland China
and the rest of the world. Initially,entrepot trade
in goods moving to and from China was its traditional
livelihood until the 1950's• Banks, insurance and
shipping companies, dockyards,warehouses and stevedoring
companies were built up and flourished providing services
and facilities for entrepot trade. Initially, industry
played a minor role in Hong Kong's economy. It was
introduced on a small scale in the 1950's under the
stimulus of the Imperial Preference System,which
entitled Hong Kong to enjoy duty-free advantage for
exports to members of the British Empire. The footwear
industry was established in 1932 which was indeed
essentially a small-scale industry. It was not until
the 1950's that Hong Kong emerged as a manufacturing
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center. Two principal external factors can be viewed aa-
essential reasons for the emergence of industrial
development in Hong Kong. First and foremost, the
Communist revolution in China caused a massive influx
of refugees to Hong Kong from some of the cities in
China. Among the hundreds of thousands of refugees, many
of them were industrialists of entrepreneurial skill
and transferred their capital out of China. All of
these provided optimal solutions of two of the most
important problems of industrial development: labour
and capital. At the same time, the Korean War, from
1950 to 1953, brought about the imposition of the United
Nations embargo on trade with Communist China. This
restriction severely reduced Hong Kong's entrepot trade.
It was because of this that Hong Kong had to search for
alternative sources of income to survive. The industri-
alists who came to Hong Kong with their capital and
entrepreneurial skill started paying attention to the
development of industry because they foresaw that the
solution to the two major problems facing industrial
development could be achieved without difficulties.
The continuing influx of refugees from China provided
an ample supply of labour.' Most of them were intelligent,
industrious and versatile workers who were anxious to
work even at subsistence wages. In regard to capital
9for industrial development, this was mainly derived from
three sources: first, from the industrialists who
brought their capital to Hong Kong secondly, from the
transfer of some internal capital from the entrepot
trade into industrialisation brought about by the
contraction in the entrepot trade lastly, from capital
flow into Hong Kong due to Hong Kong'-s internal stability
as compared to war in Indo-China, internal problems in
Malaya and Singapore,the tight monetary policy in
Philippines and continuous economic decline in Indonesia.
The external sources of capital from these areas were
highly important. It was estimated that during the
period 1947-1955, only approximately one-third of
investment in Hong Kong was financed internally and the
rest by capital from abroad 12.
As there was no domestic market in Hong Kong
during this period (4), most industrial development was
aimed at export-oriented production. Therefore the degree
of industrialisation in Hong Kong can best be illustrated
by the Hong Kong export trade statistics. In 1950, exports
of Hong Kong Made products were estimated at 25 per cent
of total exports, the remaining 75 per cent of total
exports were the entrepot trade. By 1960, 73 per cent
of total exports were domestic exports, while 27 per
cent were the entrepot trade. The situation, at present,
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is much different. More than 80 per cent of total exports
come from domestic products, indicating a drastic change
in Hong Kong's economy. Looking at Table 2, the changing
pattern of the characteristics of Hong Kong's economy
can readily be understood, indicating the importance of
manufacturing to the Hong Kong's economy.
One of the oldest industries in Hong Kong,
the manufacture of footwear was mainly for local
consumption prior to the 1950's. However, Hong Kong
began exporting footwear later, and by 1959, footwear
had become the third most important export commodity
for Hong Kong, valued at HK$109 million and accounting
for 4.8 per cent of total exports of commodities that
year. However, the footwear did not take advantage of
the massive influx of capital and technological know-
how from outside the Colony. Looking at Figure 1, it is
easily seen that the growth of the footwear industry
in terms of its export value has failed to keep pace
with the growth of Hong Kong's overall exports. By 1972,
footwear exports valued at HK$304 million accounted for
only 2 per cent of total domestic exports and ranked
seventh as an export commodity, having been overtaken
by plastic toys and dolls, electronics, artificial
flowers and the manufacture of metal.The decrease in
the relative importance of footwear as an export
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commodity( as seen in Figure 2) has also been accompanied
to an even greater extent by a decline in the industry's
role with regard to employment. In 1959, the industry
ranked fourth in terms of employment, employing approxi-
mately 9,000 workers and accounting for 5.3 per cent of
the manufacturing labour force. By 1972, however, it had
dropped to eighth position, employing 1.4 per cent of
the manufacturing labour force, the lowest in the history
of the industry. Nevertheless, the industry at present
still remains an important source of export earnings and
employment, although relatively less important than it
was in 1959.
2.12' Structure of the Industry
In March 1973, Hong Kong's footwear industry,
not including the leather shoe's sector, was composed
of 211 factories employing 7,312 workers. The industry
is predominately composed of small-sized factories,
which in fact is a characteristic of industry's structure
in the early stage of industrialisation in all the
developing economies which recognize the principle of
free enterprise. As of March 31, 1973, of 211 factories
registered and recorded in'Hong Kong Department of
Labour, 171 were employing less than 50 workers each,
109 factories employed less than 10 workers each. The
average number of workers in registered and recorded
12
FIGURE I. GROWTH INDICES OF HONG KONG EXPORTS OF ALL
COMMODITIES AND EXPORTS OF FOOTWEAR 1959-1972
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Source: Hong Kong, Trade Statistics, Department
of Census and Statistics
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1959 60 61 62 63 64 65 66 67 68 69 70 71 72
Source: Compilation on the basis of information
derived from Trade Statistics 1959-1972
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TABLE 2
SUMMARY OF HONG KONG'S FOREIGN TRADE
HK$ MILLION1950-1972
% OF* TOTALDOMEST IC/ L7 OF
EXPORTST.E.T.E. REEXPORTSEXPORTSIMPORTSYEAR
n.a•n.a. 3, 7101950 $ 3,795
2,528n.a.n.a.1955 3,716
1959 2,282 69.6 3,277995 30.44,949
1,070 27.21960 2,867 3,93772.85,864
25.22,9391961 3,93099174.85,970
4,38624.41962 6,657 3,317 75.6 1 1069
4,99123.21,1603,8311963 76.87,412
1,356 23.54,4271964 8,550 5,78376.5
6,5281,502 23.01965 8,964 77.05,026
1,833 24.21966 10,097 7,56275.85,729
23.72,0811967 10,499 8,7816,700 76.3
10,57020.32,14212,4721968 8,428 79.7
13,19720.32,67914,893 10,5181969 79.7
15,23919.01970 81.012,347 2,89217, 607
17,16419.980.113,7501971 20,256 3,414
21 .4 19,3994,1541972 15,245 78.621 ,764
N.B.*% OF T.E.= per cent share of total exports
Source: Hong Kong Trade Statistics, 1950-1972
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factories in 1973 amounted to only 34.6. Table 3 shows
the breakdown of the factories by number of workers,
TABLE 3






6.15450109 51.661 - 9
6.6247716.1110-19 34
13.27 9102820 - 49




N. B.* Factories manufacturing leather
shoes are not included




2.13 Geographical Pattern of the Industry
Because of Hong Kong's limited area and rugged
topography, the growth of industry has been attended by
such siting difficulties that the availability of
industrial land has proved to be one of the most
important influences upon industrial location. As the
domestic market is limited in size and open to unrest-
ricted competition from foreign suppliers, especially
from Mainland China and Japan, more than 80 per cent of
the domestic production of footwear made of textile,
rubber or plastic materials are exported to overseas
markets. It is because of the high proportion of the
finished products exported, together with the lack of
local industrial resources such as rubber and plastics,
which make the manufacturers prefer locations which
are as close to the harbour as possible. Therefore, a
majority of the factories are located in the twin
cities of Kowloon and Victoria, where plentiful and
cheap labour is also available. However, the shortage
of urban area for industrial developement has induced
skyrocketing land prices since the mid 1960's. Due to
this circumstance, factory building has taken place in
new locations outside the cities such as Tsuen Wan and
the New Territories, where some factories have already
moved. In December 1972, of 232 factories registered and
17
TABLE 4
DISTRIBUTION OF REGISTERED AND RECORDED FACTORIES
IN TIE FOOTWEAR INDUSTRY
ACCORDING TO SIZE' AND LOCATION IN DECEMBER 1972
NO. OF FACTORIESSIZE OF FACTORIES
Rest of NewTsuenHong Kong Kowloon(No• of workers)
TerritoriesTanIsland
1610331-9






N. B.*Not including leather footwear factories
Kowloon extends from Tsim Sha Tsui in the
South to Cheung Sha Wan and Lai Chi Kok in
the North and to Ngau Tau Kok and Kwun Tong
and Lei Yue Mun in the East.
Tsuen wan includes Tsuen Wan, Kwai Chung,
Sham Tseung
Source,Unpublished record in Department of
Commerce and Industry, Hong Kong
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recorded in 1972, 87.5 per cent of them were located in
the crowded area of the Colony. In general, the large-
scale manufacturers prefer to move to suburban area.
2.11 Character of the Industry
The factories in the industry are mostly
owned and operated by Chinese, especially Cantonese.
It was estimated that the total investment in the
industry amounted to HK$45 million in 1971 (14). The
industry is characterised by many small factories
because of the low capital requirements for entry into
the business. According to a survey conducted by the
Hong Kong Productivity Centre, individually, the
investment might range from HK$50,000 to HK$4,000,000.
Generally speaking, production workers are paid on a
piece-rate rather than on an hourly or daily basis. The
direct labour cost amounted to 34.7 per cent of the cost
of production in 1972.
The eomretitive enviroment for the footwear
manufacturers in Hong Kong tends to reflect that of a
narrow market segment, because most manufacturers
generally specialize in only a particular line of
production. In practically all cases, manufacturers produce
only to fill orders, limiting finished goods inventories.
Some factors which account for this are:
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1. Fashion is of importance to the footwear
industry and this is the major factor
working against production for inventory,
as footwear design must be always kept
up--to-date and fashionable.
2. The great variety of styles and sizes
prevents the use of production for inventory.
In particular to fit every foot, footwear
must be made on over 20,000 different last
shapes or styles in more than 300 sizes and
width (15).
3. The limited size of the small-scale factories
does not provide enough space for warehousing.
4. The resources of the small-scale manufacturers
predominanting in the industry can not finance
the carrying of finished good inventories.
Generally, the industry's production sustains
a seasonal fluctuation with a slack period from May to
August.
2.2 Production Aspect
The manufacture of footwear involves a tremendous
variety of operations. To properly fit every foot, footwear
is made in a variety of styles and sizes. In addition to
differences in sizes, footwear may be made in an almost
20
endless variety of patterns and in a wide choice of
materials, such as rubber, leather, canvas, and plastic
materials like polyvinyl chloride. The great variety
of sizes and styles commonly made by any one footwear
manufacturer prevents the use of mass production
techniques.
Footwear making in Hong Kong is rather labour-
intensive. In the making of footwear, there are four
basic processeal
1. Designing and Pattern Making
On the basis of specific measurements provided
by the buyers or ideas derived through magazines,
the designer creates a range of samples which
may be modified after consultations with the
buyers. Each sample is moulded round a last
which is in the form of a foot. The lasts
were traditionally made of wood, but are at
present made of plastics, white metal or
aluminium alloys. The designer then presents
his new footwear in the form of a set of
paper patterns. The patterns are graded into
sizes and half sizes. As soon as new style
is adopted, scores of new lasts will need to
be ordered in all sizes.
2. Clicking
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Clicking is the cutting of a flat sheet of
material to produce the components which will
ultimately form the upper or the insole of
footwear(15). This prodess was traditionally
done by hand knives. However, significant
developments in materials as well as machinery
have made the use of automatic cutting presses
a possibility. Workers in this area need
specific training to acquire skill to be as
economical as possible with material, fitting
in the shapes to the best advantages.
3, Closing
Closing means stitching the parts of the
upper together. This is a labour-intensive
process staffed mostly by female workers,
with many different kinds of work being
performed at the same time. The various
sections are joined together with sewing
machines. Some of them are small and simple
but some are large and complex designed to
produce curved work. Various decorative
processes may be added at this stage.
k.' Making
This process involves stretching the completed
upper over a last and then attaching sole to
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to the upper. As the upper is attached to
the insole, which is tacked to the last,
the plastic or rubber moulded sole i.s attached
to the insole by a specially prepared adhesive.
After all processes have been completed, each
pair is carefully checked in case any irregularity has occ-
urred, and then, it is wrapped and boxed. It is now ready
for dispatch to the customer.
Based on observations in some manufacturing
factories, the system and process of footwear making may
be summarised as shown in Pig ce 3.
2.3 Marketing Aspect
In this section, we are concerned with the
marketing activities in the industry. Generally a well-
blended marketing mix is composed of four variables:
1) product,2) channel of distribution, 3) price, 4) pro-
motion. A well-blended marketing mix is crucial to the
success of a product (10). In order to have a clear
picture of the industry under study, we must discuss them
sepatately.
According to industry sources, the majority of
footweab-manufacturers are production-oriented rather
than marketing oriented. Generally speaking, many in the
industry have not fully appreciated and recognised the
23
FIGURE3
THE SYSTEM AND PROCESSES OF FOOTWEAR MANUFACTURE
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importance and the hidden benefits that are to be derived
from the implementation of product planning. Only a few
large manufacturers employ one or a group of experienced
designers to keep their products fashionable and up-to-
date. Manufacturers interviewed indicate that the ideas
of new product design are generally derived through
foreign magazines such as Shoe News, and information
provided by local exporters and some directly from
overseas importers. The main reasons why most manufacturers
do not have their own product design are as follow:
1. They do not have a professional designer
to deal with complicated and technical
problems in product designing process.
2. They lack the financial capability.
There is almost no quality control in the
industry, with the exception of a few large manuf act uers.
Only one manufacturerz interviewed indicates that expert
technical workers are employed in his factory to do
research to keep high quality standards and improve the
products. Furthermore, many small manufacturers would not
hesitate to sacrifice quality for profit, which in turn
affects the quality standard and image of Hong Kong's
footwear in overseas markets1. Therefore a concerted
1Information from Hong Kong General Chamber of
Commerce.
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effort is needed to intensify quality and design consciou-
sness among local manufacturers.
The main method of marketing of footwear manu-
factured mainly for exports is through export houses,
Though quite a number of large manufacturers do their
own selling, they still depend to a certain extent on the
local export houses to obtain business. There are maNY
advantages and disadvantages associated with direct or
indirect exporting 1. However the major reasons the large
manufacturers do not handle their sales directly are as
follows:
1. It costs too much and is uneconomical to set
up an effective and efficient department
covering all possible opportunities for
exploiting a large and diversified market
potential offered by many of the long-estab-
lished export houses.
2. They are not willing to assume foreign credit
risks because of the lack of information
concerning the credit worthiness of buyers
in overseas markets. In general, overseas
buyers prefer payment under D/A2 or D/P2 terms
ISee Appendix I
2 D/A stands for Document Against Acceptance and
D/P stands for Document Against Payment
26
than credit of payment
However, most large manufacturers have their own
sales representatives calling on local exporters and
sending catalogues to some reliable overseas buyers.
Small-scale manufacturers usually rely completely
on local export houses. It is not unusual for a small
manufacturer to enter an agreement with a particular
export house to act as the manufacturer's export agent,
corresponding with overseas customers on its own letterhead
and rendering its own invoices. The export house transfers
the order from overseas to the manufacturer with the
product design specifications. In general, small-scale
manufacturers depend more than large manufacturers do on
one export house. Informed opinions indicated that they
would prefer to maintain the relationship with one export
house. The major reasons for this are as follows:
1. They can borrow money from export houses in
advance and receive payment from the export
house within a short period, once shipment
is completed.
2. They can receive raw materials or semi-
manufactures from export houses under D/A
terms.
3. They do not have enough personnel to call on
local export houses.
The major reasons why they would not purchase
their own materials are:
1.. They do not have enough capital and also
cannot borrow money from banks to finance
the purchase because of their poor credit.
2• They do not have enough knowledge and
experienced personnel to handle the purchasing.
3. They are unable to acquire the raw materials
on short notice to meet the order.
4. The materials are sometimes specified by the
exhort house.
On the whole, the channel of distribution of
Hong Kong's footwear to overseas markets can be summarised
as shown in Figure 4.
FIGURE 4
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As regards pricing policy, the most widely used
method is known as cost-plus pricing. Manufacturers det-
ermine the price by adding a certain mark-up to the
costs of the goods. However, because of the lack of
knowledge of the cost accounting concept, increasing
competition from external as well as local competitors,
local manufacturers sometimes accept orders at price
which brings in little profit or sometimes even no profit.
The consequence of this is a reduction in quality standards.
Promotion relates to all types of activities
designed to stimulate direct demand. It includes not only
advertising and personal selling, but also publicity,
public relations, displays, shows, and other forms of
selling( 11). However there are few active sales
promotions conducted by local manufacturers. Some
manufacturers do advertise in Hong Kong Enterprise, a
trade publication by the Hong Kong Trade Development
Council, and send catalogues to prospective clients. The
majority of local manufacturers, however, follow the
practice of waiting for the buyer or export house to place
his order giving specific measurements and then they make
the product according to specifications. So we can see that
it is true that they are production-oriented rather than
marketing-oriented. On the other hand, most sales promotion
are carried out by export houses. Becuase of the lack of
adequate knowledge of overseas customers and relevant market
29
information, local manufacturers have less control of
the prices of the products they produce.
CHAPTER 3.0
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3.0 A BRIEF DESCRIPTION OF THE
INDUSTRY'S DEVELOPMENTS
The footwear manufacturing industry has been
established in Hong Kong for more than forty years.
Initially, the low labour costs paid to workers who were
anxious to work even at subsistence wages, the imposition
of the Imperial Preference System and a greatly increased
demand for consumer goods enabled Hong Kong's footwear
industry to expand greatly(3). As early as 1949, the
industry was no longer producing footwear for local
consumption only, but also was producing for overseas
markets in a significant quantity. The major markets at
that time were Britain, Malaya(Singapore), Thailand and so
forth. In the 1950's, the industry began to develop at a
quicker pace and began to penetrate the U.S. market and
other European markets. As separate statistics on Hong
Kong's exports and re-exports were not available until
1959, there is no way of determining what percentage of
total exports to different overseas markets during a
given year are products manufactured by Hong Kong's foot-
wear industry. Nevertheless, Britain has been the major
market for Hong Kong's footwear since the fifties.
31
The following three sections are devoted to a
brief description of the industry's developments after
1959 in terms of
1 Employment,
2 Export performance and overseas markets and
3 Technological change.
3.1 Developments in Terms of Employment
Because of the lack of data concerning volume of
production, by which developments and progress of the
industry can be measured, we have to start investigating
developments in the industry in terms of employment and
number of industrial undertakings registered and recorded
in the Hong Kong Department of Labour.
Referring to Table 3, we can see that the industry
is predominated by a cottage sector, which is composed of
industrial undertakings employing nineteen of fewer workers
(6). Therefore it is reasonable to predict that the annual
report of the Labour Department may fail to record some
cottage-type establishments, the facilities of which do
not meet the requirements for registration stipulated by
the Labour Department. Therefore this department probably
underestimates the actual number of workers in the industry.
For example, there were more than 400 industrial undertakings
in footwear manufacturing, with the total number of
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employees ranging from 15,000 to 20,000(14)o In 1973, it
was estimated that there were approximately 300 factories
(21), while the number of factories recorded and registered
amounted to only 213. However, bearing in mind the possib-
ility of undervaluing the actual performance of the
industry, statistics on the numbers of establishments and
workers can still serve as good indicators of industrial
developments. Looking at Table 5, it is clearly seen that
the growth rate of footwear factories was 7 per cent,
and that os workers was 1.8 per cent in the period of
1959-1972.
The relatively great growth rate of industrial
establishments, compared with the growth rate of workers,
may simply be by virtue of fact that entry into the
industry is relatively easy, especially by means of the
cottage-type production. Because of the policy of free
enterprise, one can easily set up a small-scale factory
with a capital investment of HK$5,000. Therefore many
small industrialists who might have believed that small
business is not so profitable, yet who enjoy being inde-
pendent leaders rather than general employees, joined the
industry. However, the number of industrial establishments
has dropped from 251 in 1971 to 244 in 1972--down by 2..8
per cent and indicating the possibility of over-capacity
in the industry. Table 6 shows clearly that numerous
small factories predominated in the industry with 77.59
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TABLE 5
DEVELOPMENTS OF FOOTWEAR INDUSTRY TN TERMS OF
EMPLOYMENT AND INDUSTRIAL ESTABLISHMENTS
(YEAR ENDING IN MARCH)






1963 136 7679 57









N.B.* Not Including Leather Footwear
Manufacturing factories
Source: Hong Kong Commissioner of Labour
1959-1972
TABLE 6
COTV'IPARISON OF STRUCTURE OF THE INDUSTRY
FOR THE YEARS 1970- 1972
(YEAR ENDING IN DECEMBER)
NUMBER OF INDUSTRI.I.. i UNDERTAKINGSSIZE, OP
IK DU S TRIAL c um./ Cum./Cum.
OF TOTALOF TOTAL** 11OF TOTAL**1970UNDERTAKINGS
(11o. OF EMPL-
OYEES)
180 77.59182 76.15157 71.001- 49
87.502388.282986.883550- 99
18 95.2618 95.8216 94.12100- 199
10 99.578 99.1612 99.52200- 499
100.001100.002500 -over 100.001
N.B.* Not including leather footwear factories
woum.% OF TOTAL= CUMULATIVE PERCENTAGE OF TOTAL






per cent of total factories employing less than 50 persons
in each factory in 1972. In 1970 about 87 per cent of the
factories in the industry employed an average of fewer
than 100 workers and 71 per cent employed fewer than 50.
However, the figures in 1972 were 87.5 per cent and 77.6
per cent respectively. In 1961 there were 104 factories,
and the average number of workers per factory was about
71, while in 1966 and 1972, there were 153 and 244 fact-
ories with an average number of employees of 48 and 44
respectively. All of these seem to indicate more or less
that there has been some trend toward more, but smaller,
factories. In fact three of the four largest non-leather
footwear manufacturing factories went out of business
successively over the period of 1967-1970 (14), Of these,
the Fung Keung factory, established about forty years ago
with an investment of about HK$10 million and an employment
of more than 1000 workers, was forced to shut down in 1967,
The shut-down of these factories reduced substantially the
opportunities for employment in the industry and might
account for the sluggish growth in the number of workers
in contrast to the growth in the number of factories during
the same period.
3.2 Developments in Terms of Export Performance and Markets
The footwear industry was one of the industries
established under the stimulus of the Imperial Preference
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System. Therefore, footwear made of textile and rubber
was initially exported mainly to Britain, with a lesser
amounts to Australia, China, Malaya(Singapore) and the
British West Indies, while footwear made of leather was
mostly exported to Indonesia and Malaya(Singapore).
Gradually Hong Kong-made footwear attracted more and more
interest in world markets. This was not only because of
its price advantage, resulting from the duty-free
treatment as well as cheap labour wages, but also because
of the high standard of workmanship associated with the
product. Therefore, Hong Kong-made footwear became more
and more popular in world markets, especially in Europe
and North America. In 1962, Hong Kong was ranked as the
fifth largest world exporter of footwear after France,
Japan, Italy and Britain. Though the industry had developed
at a steady rate between 1959 and 1971, its growth rate
still failed to keep pace with that of world demands. By
1971, Hong Kong had dropped to eighth position, having been
overtaken by the Federal Republic of Germany,Spain and
Yugoslavia.
Table 7 shows the annual growth rate of footwear
exports. The value of the shipments of Hong Kong's footwear
increased at an 11.2 per cent average annual rate from 1961
to 1971. In 1965 the industry sustained a serious setback
in its export performance, representing a drop of 12.6 per
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TABLE 7
HONG KONG'S DOMESTIC EXPORTS OF FOOTWEAR
HK$ MILLION
PER CENT CHANGE













N. B. Inclusive of all types of footwear exported
PER CNET CHANGE FROM PREVIOUS YEAR
E.V.(N+1 TH YEAR)- E.V.(N TH YEAR)
E.V.( N TH YEAR)
Where E.V.= export value
Source: Hong Kong Trade Statistics 1961-1972
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cent in value as compared with the export value in 1964.
The major reasons which may account for this case are:
1. The ten per cent surcharge on footwear
imported to Britain was imposed by Britain,
the major market of Hong Kong's footwear.
The weather in Britain in 1964 was not good
and favourable to the sale of winter shoes,
which resulted in an overstock of winter shoes
at the end of 1964-. This can be seen most
clearly in the export performance of rubber
boots, valued at HK$10 million in 1965, a drop
of $8 million from 1964's value.
The decline in export performance was also
accompanied by a decline in the number of establishments--
a drop from 150 factories in 1964 to 141 in 1965. This
indicates the weakness of small factories in the industry,
which are sensitive to sales.
3.21 Export Performance of the Six Major Items
In the late 1950's, the degree of concentration
in a particular line of production was remarkably high
in the footwear industry. Products for export purposes,
not including leather footwear, were mainly made of rubber
and textile. They were mainly rubber-soled canvas shoes,
including a wide variety of footwear from sport shoes to
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%OFOF %0F851011* OF OF0670
YEAR TOTAL851012 TOTAL TOTAL851o14 851015 TOTAL 851025 TOTAL81013
2.513.81961 $5.7 10.0 66.5$11.0 $2.0 $8.0 $53.07.2
41.912.2 48.o 62.018.0 11.08.71964 7.5 32.55.9
6.0 2.5 13.5 23.6 130.01968 13.4 54.832.0 56.o5.6
4+.7 24.5 133.011.5 62.012.0 29.06.8 52.51969 17.2
46.828.040.2 122.015.412.0 73.09.81970 15.6 3.8
120.7104.02.9 18 .0 39.21971 20.3 33.46.5 9.1 55.9
42.828.4 114.519.58.0 52.0 76.016.7 6.3 3.01972
AVERAGE
ANNUAL
-1.9% 8.5%29.2%RATE OF 13.4% 39.4%
INCREASE
1961-1971
N.B.* SITC CODE NUMBER (REFER TO TABLE 1)
SOURCE: Hong Kong, Trade Statistics, 1961-1972
work shoes, and rubber boots such as wellington boots.
In 1959, rubber-soled canvas shoes accounted for 70 per
cent and rubber footwear 25 per cent of total exports.
As most manufacturers specialised in almost the same
markets-within a relatively narrow market segment, they
usually engaged in price competition by offering the
lowest price possible in the hope of being able to gain
more business. Furthermore, the increasing competition
in overseas markets prohibited local manufacturers from
increasing their selling prices to cover the dollar cost
of higher material prices. Therefore local manufacturers
had to diversify product lines so as to avoid price
competition and improve the profit margin. In the early
sixties, local manufacturers succeeded in manufacturing
thong sandals, plastic slippers and footwear for export.
Initially the rubber thong sandals were produced mainly
for African markets, the remainder being exported to
Britain. In 1964, local manufacturers were successful
in reducing the risk of overdependence on a few product
lines by marketing plastic footwear to Britain in a
significant amount. Looking at Table 8, it is easily
seen that rubber-soled canvas shoes and rubber footwear
have become relatively less important to Hong Kong's
footwear industry. In 1964, the canvas shoes accounted
for 41.98 per cent of the value of shipments of the
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six major items, a drop from 66.5 per cent in 1961
rubber footwear accounted for 12.19 per cent of the value
of shipments in 1964, a drop from 13.8 per cent in 1961.
In contrast with these two product lines, plastic slippers
and plastic footwear accounted for 7.45 per cent and 32.5
per cent respectively in 1964, representing a substantial
increase when compared with 2.5 per cent and 10 per cent
respectively in 1961. This trend has become more pronounced
by 1971. By 1972, footwear made mainly of plastic material
accounted for 56.48 per cent of total shipments of the six
major items, while footwear made of textile and rubber
accounted for 43.52 per cent only-- a substantial drop
from 87.45 per cent in 1961. Therefore, plastic footwear,
initially made by injection molding and more recently
made-- mainly of synthetic leather, is becoming more and
more important to Hong Kong's footwear industry.
Table 8 also shows the average annual rate of
increase between 1961 and 1971 for each item. Value of
shipments made mainly of plastic material increased at
average annual rates of 29.2 per cent and 39.4 per cent
respectively. The increase in value of shipments of
plastic footwear and slippers was mainly due to the
production of better quality and more fashionable footwear,
which has become more and more popular in overseas markets.




COMPARISON OF UNIT PRICE OF THE SIX MAJOR ITEMS
1964- 1972




1964 $1• 04 $2.47$2.39$1.80$5.06
4.581•994.970.63 3.321969
4.026.650.62 3.221972 5.40
N.B.* SITC code number
Source: Hong Kong Trade Statistics
1964- 1972
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make price increases on these two items which accounted
for the strong export performance in last decade. Looking
at Table 8, the plastic footwear unit price increased ,,from
HK$2.39 in 1964 to $6.65 in 1972, representing an increase
of 178 per cent, while the plastic slipper's unit price
increased from HK$1.8 in 1964 to $3.22 in 1972, represent-
ing a 79 per cent increase. Therefore higher quality and
more fashionable plastic or synthetic leather footwear
seems to offer a greater potential for development. The
rubber-soled canvas shoes also attained a steady growth,
but only at an 8.5 per cent average annual rate. Informed
opinions are that Hong Kong adequately meets increasing
competition from some lower labour-cost countries in this
product line. Table 9 also indicates that there was an
increase of 63 per cent in export unit price over the
period of 1964-1972. Keen competition in this line from
countries such as South Korea and Taiwan is expected to
continue and therefore, Hong Kong may sustain a further
setback in this product line. The sole item experiencing
a negative growth rate is rubber footwear such as
wellington and rubber boots. This item dropped from HK$11
million in 1961 to $8.0 million in 1972. The higher
transportation costs resulting from the bulky size of the
rubber boots put Hong Kong in an unfavourable competitive
position in the major markets (the European markets) of
this product against European producers. It is because
of strong competition that price increases to cover the
increasing costs are impossible, and. therefore profit
margins are lowered to a minimun amount. There was an
increase of only 7 per cent in price over the period of
1964-19720
The items which sustained a cut in export unit
price over this period were the group including thong
sandals, rubber slippers and house footwear. Informed
opinions indicate that competition from other countries
prohibited price increases. In fact, Hong Kong's manufact-
urers at present put little effort into acquiring orders
on these items. In 1970, an importer from London attempted
to place an order for half a million pairs of plimsoll
in Hong Kong encountering indifference on the part of local
manufacturers to low-cost production, he had to change his
mind and place the order in Singapore(17).
3.22' Developments in Terms of Markets
Hong Kong as a world exporter of footwear is
currently exporting to some 90 countries all over the
world with around two-thirds going to Western Europe.
Prior to the.1960's, the majority of footwear
went to Britain. In 1959, Britain was responsible for




MAJOR MARKETS FOR EXPORTS OF RUBBER BOOT&
CANVAS SHOES IN 1959
HK MILLION
MARKET VALUE OF SHIPMENTS PERCENTAGE OF TOTAL
BRITAIN $40.10 57.20





Source: Hong Kong Trade Statistics 1959
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TABLE 11
MAJOR MARKETS FOR HONG KONG'S EXPORTS OF FOOTWEAR




MARKETS VALUE TOTAL, VALUE TOTAL
48.69E.F.T.A. $83.33 $123.7956.55
BRITAIN 1©3.68 40.7852.4177.23
13.59SCANDINAVIA 5o74- 3.90 5.35
FINLAND 1.54 0.610004 0.03
4.78 1.88SWEDEN 5.03 3.x-1
NORWAY 0.35 0.910.24- 2.32










1.241.00 0.68SOUTH AFRICA 3.16
10.9327.80OTHERS 21.153116
TOTAL 100.00147 .36 100.00 254.23







E.F.T.A. 53.45$166.03 $139.80 52.40
BRITAIN 141.77 115.80 43.40
SCANDINAVIA 17.81 13.905.73 5.21
FINLAND 1.53 0.46 1.00 0.37
SWEDEN 4.51 1.696:40 2.06
NORWAY 1.07 1.052.783.33
DENMARK 2.106.64 2.14 5.61
E.E.C. 18.2318.54 48.6557.60
11.31P.R. GERMANY 41.34 36.60 13.72
NETHERLANDS 1.844.902.547.90
FRANCE 4.90 1.05 0.391.58
BELGIUM-LUX 1.612.41 0.79 4.30
ITALY 1.801.05 0.60.34
U.S.A. 10.6810.15 28.5031.52
CANADA 19.05 2.176.13 5.80
AUSTRALIA 8.8510.62 3.303.42





PRODUCTION OF FOOTWEAR IN SCANDINAVIA*
QUANTITY: 1000 pairs
COUNTRY 1968 1969 12711970
DENMARK 183C 1677 1461 1459
FINLAND 9171 580 5800 3750
NORWAY 444 698 1066911
SWEDEN 6113 8728 86737008
TLB. *'Excluding leather footwear
Including slippers and other house shoes
only
Excluding plastic footwear
Source: O.E.C.D. Statistics on the Hides, Skins
and Footwear Industry 1968-1971
TABLE 13




19701968 19691 6 1221YEAR:
PRODUCTION: 7529 5033436000 38058 51020
Source: O.E.C.D. Statistics on Hides,Skins and
Footwear Industry 1965-1971
of canvas shoes and rubber boots from Hong Kong as shown
in Table 10. However, because of a sluggish increase in
the demand for imported footwear in Britain and the high
degree of concentration of local manufacturers in the
same markats--which induced cut-throat competition among
local manufacturers-some of them started to put more
effort into the diversification of markets. Price advantage
and the good workmanship associated with the products
enabled local manufacturers to market their products quite
successfully into new markets. In 1964, Hong Kong's
footwear went to more than sixty countries.
Table 11 shows the major markets for exports of
footwear. Looking at the table, we find that countries
in the European Free Trade Association(E.F.T.A.)--Britain,
Austria, Switzerland, Norway, Denmark, Sweden, Finland,
Iceland and Portugal--totally absorbed 56.55 per cent
of the value of shipments of the six major items in 1 964,
but dropped to 53.45 per cent in the boom year 1971, and
further to 52.40 per cent in 1972'. The main sub-markets
are Britain and Scandinavia, accounting for 43.40 per cent
and 5.21 per cent of the value of shipments respectively
in 1972. The table indicates that E.F.T.A. market as a
whole has become relatively less important to Hong Kong's
footwear industry. This is mainly due to the steady decline
in the relative importance of Britain, the largest market
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for Hong Kong. In 1972, Britain absorbed 43.4 per cent of
exports of the six, down from 52.41 per cent in 1964 and
45.64 per cent in 1971. In contrast to Britain, the
Scandinavian countries have become increasingly more
significant markets for Hong Kong's footwear. Total value
of shipments to these markets increased at an 11.6 per cent
average annual rate over the period of 1964-1972, accounting
for 3,9 per cent and 5.21 per cent of the value of shipments
in 1964 and 1972 respectively. There is no doubt that the
stagnant production of footwear, other than leather foot-
wear, in Denmark in the past few years left room for
imports of Hong Kong's footwear. Therefore there is great
potential for exports of Hong Kong's footwear to Denmark,.
providing that its production trend does not change.
The other. two major markets in Scandinavia are
Norway and Sweden, absorbing totally HK7.3 million in
1972 as compared with $5.38 million in 1964. Informed
opinions indicate that four factors could account f or the
growth of Hong Kong's footwear exports to Scandinavia:
1. Workmanship and finishing are good.
2. Price is competitive.
3. Hong Kong's footwear offers a large assortment
of colours and sizes.
Hong Kong's manufacturers are flexible with
regard to size of order.
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However the growth in exports to Scandinavia
could not offset the decline of exports to Britain. In
Britain, demand for imported footwear has increased,
but only at a slow rate, yet Hong Kong still could not
keep pace with the growing demand. Between 1971 and 1972,
there was a value decrease of 18.33 per cent, as well as
a quantity decline of 23 per cent in Hong Kong's shipments
of the six major items to Britain. Contributary factors
for this are as follow
1. According to the figures available regarding
the manufacture of footwear made of plastic
or rubber materials, this industry is
apparently growing in Britain, resulting in
a sluggish demand for imported footwear in
these lines, the major items of Hong Kong's
footwear for export.
2• Industry's opinions indicate that Britain
has generally become less attractive to gong
Kong's footwear manufacturers* The manuf act-
urers have been unable to quote a higher
export price for footwear to Britain.
3. There has been a growing demand for Hong Kong's
footwear in some other markets in which Hong
Kong's manufacturers are not constrained by
Commonwealth content and can therefore maximize
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the advantage of cheaper non-commonwealth
sources of raw materials.I
The European Economic Community (E.E.C.)--the
Federal Republic of Germany, France, Italy, the Netherlands,
Belgium and Luxembourg-- has been and still remains the
second largest market for Hong Kong's footwear. In this
market, exports of footwear increased at a 21 per cent
average annual rate over the period of 1964-1971. The demand
for imported footwear has increased rapidly in the E.E.C.
in contrast to Britain's sluggish demand. However, as
intra-E.E.C. trade is so dominant within the community,
expansion for non-members who do not enjoy preferential
treatment is minimal. Actually in 1972, there was a
value decline of 15.5 per cent in shipments of the six
major items to the E.E.C. market from 1971. Since 1969,
the Federal Republic of Germany, the largest sub-market
in the E.E.C., has become the second largest market, by
country, for Hong Kong's footwear. Informed opinions are
that the German buyers are interested in medium-priced
footwear, such as footwear made of imitation leather.
Fashion is of particularlimportance to the manufacturers
In order to take advantage of preferential duty rate
to Commonwealth countries, it is necessary that the
footwear for export to Britain must achieve 50 per cent




when negotiating with the buyers. Though the finishing
of an order takes comparatively longer, the profit
margin is relatively high compared with other product lines.
The world's largest and fastest growing footwear
importer, the U.S.A., absorbed only 10.7 per cent of the
value of shipments in 1972, down from 12'.75 per cent in
1971. According to industry sources, the kinds of footwear
in which Hong Kong is currently specializing meet with
little competition from domestic suppliers, who concentrate
mainly on the production of leather footwear the decline
is mainly due to the fact that other low-wage countries
manufacturing the same product lines as Hong Kong's have
stepped up competition in the U.S. market.
Canada was the fourth largest market for Hong
Kong's footwear in 196-, absorbing 4.6 per cent of the
value of shipments. Though it is still a growing market
for imported footwear, Hong Kong has failed to keep pace
with the growth. In 1972, the value of shipments of the
six major items actually declined to HK$5.8 million
from HK$19.05 million in 1971. This may be partly explained
by the low demand for non-leather footwear in this market.
In contrast with Canada, Australia and South
Africa are now Hong Kong's fastest growing export outlets
for footwear. The value of shipments of the six items to
Australia increased at a 42 per cent average annual rate,
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while South Africa increased at 24 per cent over the period
of 1964-1972. Given the current performance in these two
markets, it is very likely that Hong Kong footwear will
continue to hold its place and share in the growth of
these markets.
These markets--E.F.T.A., E.E.C., U.S.A., Canada,
Australia and South Africa--totally absorbed 88.81 per
cent of the exports of the six major items at a value of
HK$236.95 million in 1972'. In 1964, these markets together
absorbed only 78.85 per cent of the value of shipments of
the six, leaving 21.15 per cent exported to other countries.
This reflects the lack of diversification of markets into
which local manufacturers seem to put little effort.
TABLE 1 4
APPARENT CONSUMPTION OF FOOTWEAR IN CANADA
PAIRS PER CAPITA
19711968 1969 1970TYPE OF FOOTWEAR
0.30RUBBER FOOTWEAR n.a.n.a. 0.53
0.68O.45SLIPPERS OTHER 0.450.77
HOUSE SHOES
1.801 .75LEATHER FOOTI EAR 2.622.49
Source: O.E.C.D. Statistics on Hides, Skins
and Footwear Industry 1968-1971
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3.3 Developments in Terms of Technological Changes
It is extremely difficult to estimate the
developments of the industry in terms of technological
changes, in the absence of statistics on investment and
productivity concerning the industry in Hong Kong. There-
fore this section only attempts to give a brief description
of its technology on the basis of information collected
from local manufacturers and other related sources.
In the early stage of the industry, production
techniques were mainly based on manual skills and simple
technology. It was a labour-intensive industry aiming
primarily at meeting domestic needs. Manufacturing was
carried on in a few relatively small establishments often
in the form of household enterprise with the purpose of
fulfilling the demands of the domestic market, thereby
providing a livelihood for the family. Production runs
were generally relatively short. However, increasing
demands from overseas markets created an environment more
conducive to technological changes and to the adoption of
some mechanical machines which were not too expensive. In
the early sixties, local production was attracting a great
deal of interest in world markets. To deal with this
situation, manufacturers had to increase their rate of
output. During the boom period of 1962-1968, many manufact-
urers invested in machinery such as electric presses, sewing
machines, clicker cutting machines and material-handling
machines such as conveyors. Furthermore, the position of
labour as a technical factor had been profoundly modified
in the sixties. The process of manufacture had evolved
from a single skilled trade to a series of operations. As
workers became more efficient as the result of increased
specialization, there was a rise in productivity. Shek
Yuen factory was the first ane to introduce the division
of labour method to the production of footwear in Hong
Kong.
However, though the rate of technological advances
in the past has been rising sharply in some advanced count-
ries such as Japan, which has been using the injection
molding method of attaching soles to the uppers of footwear
since the mid sixties,, Hong-Kong's footwear industry is
still not very mechanised. Many of machines being used are
outmoded. This is partly because of insufficient capital
and partly because of low return due to price wars among
local manufacturers. For example, one large manufacturer
is reluctant to purchase a machine which can automatically
spray soles to upper parts of shoes at a rate of 1,000 pairs
per day, at a cost of Australian Sterling$40,000, though
the machine would be a great help in reducing the costs of
production. Moreover, the industry has also hot been able
to attract intensive foreign investment, which is generally
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associated with advanced technical know-how and machinery.
It was estimated that as of September 1973, foreign invest-
ment totalled only HK$1.75 million, concentrated in three
factories engaged mainly in the production of canvas shoes
and plastic sandals•1
In brief, the footwear industry as a whole is,
at present, still labour-intensive, fragmented and under-
caitalised.




4.0 PROBLEMS FACING THE FOOTWEAR INDUSTRY
The footwear industry as a whole grew satisf-
actorily during the sixties. However, the expansion of
footwear manufacturing during the period reached a
peak in 1968. During the period of 1961-1968, exports
of footwear grew at an average annual rate of 15 per cent.
By this time, it was estimated that approximately 20,000
people were working in more than 400 factories manufact-
uring footwear. The key to the industry's success had
been its ability to capture and retain a fairly stable
share of the world footwear trade, which was growing
rapidly. In 1964, exports of Hong Kong's footwear took
5.74 per cent of the world import share, while by 1968,
it maintained a 5.67 per cent share (24). In terms of
its export performance, the industry has been declining
since 1969. The exports of footwear increased at a much
lower rate cempared with the average annual rate over the
period of 1961-1968 as shown in Table 7. The major contract-
ion in the average annual rate of growth was entirely due
to a reduction in its share in world footwear trade. Hong
Kong's share of the world footwear trade, which had been
5.7 per cent from 1964 to 1968, was reduced to 3.85 per
cent by 1969, and to little more than 3.3 per cent by the
end of 1971. This was partly the result of a deteriorating
competitive position in world markets. It might reflect as
well the increasing number of countries who were establish-
ing their own footwear industries for both domestic
consumption and export. In 1972, the situation was even
worse--the industry sustained a drastic cut in exports
to overseas markets, dropping from HK$351' million in
1971 to HK$304 million in 1972. The decline in the exports
of footwear is expected to continue in 1973. According to
the statistics from the Hong Kong Rubber Manufacturers'
Association, out of 73 footwear factories registered in
the Association, only 23 are in normal operation, 18 are
in partial operation, and 25 have suspended their
production for over a year. All of this indicates that
the situation will deteriorate to an even greater extent.
In this chapter, we shall discuss some of the
major problems encountered by the footwear industry.
Indeed, there are many factors contributing to the decline
of the industry in Hong Kong. The following are generally
believed to be the most important ones.
1 Labour problems
a) Shortage of-labour, particularly skilled
labour
b) Rising labour wages
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c) High rate of turnover
2 Supply of raw material problems
a) Rising material costs
b) Inadequate supply of raw materials
3 Competition from other countries with lower
coat
4 Over-competition among local manufacturers
5 Discriminatory treatment against Hong Kong
in E.E.C.' s Generalised System of Preference
4.1 Labour Problems:
4.11 Shortage of labour, Particularly Skilled Labour
As indicated in the preceding chapter, the
position of labour as a technical factor in footwear prod-
uction has been modified'in the past several years, but
Hong Kong's footwear industry is still a labour-intensive
one.
One of the factors contributing to the Hong Kong's
footwear industry's expansion after the early fifties is
the fact that there was an abundance of high-quality,
versatile and industrial workers--the kind of labour that
is rarely available in other countries like South Korea,
Pakistan, etc. Such labour.was supplied cheifly by people
who had left Mainland China for Hong Kong. However, despite
the fact that the labour force thus expanded, demand for
labour rapidly increased in parallel to the growth of the
industry. By the early 1960's, however, the labour short-
age had become noticeable. In recent years, the industry
has been facing a more serious shortage of labour. Some
factors accounting for this are
1. Some other manufacturing industries such as
wig, garment, electronic, etc., pay a higher
wage, which the less progressive factories
in footwear industry have been unable to
match.
2. As a result of the rising rate of enrollment
in higher school, the supply of young workers
in the labour force tends to be more limited
than before. Furthermore, young workers are
unwilling to join the industry, which has
led to some aging in the labour force of
the industry.
3. The introduction of division of labour
results in an increase in job specification,
tending to diminish the former dependence on
skilled labour. Although some simple operations
can be taken from highly skilled labour and
given to cheaper and less skilled labour,
still some of the more difficult jobs, such
as the cutting of upper parts, require highly
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skilled labour. Problems arise in the
recruitment of these workers who demand
higher wages.
4. The footwear industry is subject to seasonal
fluctuations with a slack period starting
in May and ending in August. Manufacturers
have to lay off some workers during the
slack period so as to minimize operating
costs. However, they encounter some difficul-
ties in recruiting workers again in the peak
period to meet the requirements of the
production schedule.
5. The general working conditions in the foot-
wear industry in Hong Kong are not satisfact-
ory.
TABLE 15
NUMBER OF VACANCIES REPORTED BY REGISTERED
AND RECORDED FACTORIES IN FOOTWEAR INDUSTRY
19701969YEAR 19721971
193NO. OF VACANCIES 379 341346
N.B. Not including leather footwear
factories
Source: Hong Kong Commissioner of Labour
1969- 1972
4.12 Rising Labour Wages
The average cost structure of the industry in




The percentage of direct labour in the cost of
production was relatively high, indicating it is a highly
labour-intensive industry. Therefore the direct labour
costs are a very important factor for profit in footwear
manufacturing. As the wages in other major industries
are in general above those in the footwear industry, and
the footwear industry requires above-average skill, there
was pressure to raise wages. The rising living standard
resulting from the rapid growth of the economy added
to this pressure and caused wage increases in the past
several years. Looking at Table 16, it can be seen that
the wages in the footwear industry increased at the
greatest rate compared with other major industries in
Hong Kong. As the growth of the industry demands a rising
volume of exports, the extent to which it can succeed in
maintaining the momentum of export growth depends on its
ability to produce footwear at competitive prices. There-






INDEX OF REAL AVERAGE DAILY WAGES FOR WORKERS
(YEAR ENDING IN MARCH)
INDUSTRY 1964 1965 1966 1967 1968 1969 1970 1971 1972
RUBBER-FOOTWEAR 113112 125100 138 148 160 173 186
GARMENT 100 107 115 123 120 124 137 150 159
ELECTRONIC 113 120 118100 115 128 183146 157
PLASTIC 101100 101 110 108 115 124 130 139
113107 116 115 121 132 145OVERALL 100 156
Source: Hong Kong,Commisioner of Labour 1973
fore, rapidly ascending wages put Hong Kong in an unfa-
vourable competitive position. Industry opinions indicate
that on the average, wages in Hong Kong are 30 per cent
higher than those of South Korea and Taiwan. Therefore
control of labour content in cost of production is a
key factor in avoiding further erosion of the competit-
iveness of Hong Kong's footwear in world markets. (1)
4.13 High Rate of Labour Turnover
According to a survey conducted by. the Hong Kong
Productivity Centre in 1970, the rate of turnover in the
industry was relatively high in 1969, averaging up to
14 per cent per month. Failure to retain workers results
in a cost to a firm, because it involves the wasteful
interruptions of production that occur in recruiting and
training new workers. Some factors which account for this
high rate of turnover are as follows:
1. A continuing shortage of labour as a whole
in Hong Kong has encouraged a drift of
workers toward other better paying industries.
2• The unsatisfactory working conditions in
the factories of the footwear industry are
another reason for the high rate of turnover.
This is particularly a serious problem facing
small-scale manufacturers, who are usually




Some improvements, then, such as fringe benefits,
ventilation facilities, etc., are necessary and desirable
to out down the costs created by this avoidable problem.
A large manufacturer, owning a 3-storey building, said
that the turnover rate is below 8 per cent in his factory.
The working conditions in this 3-storey factory building
are fairly satisfactory, and the fringe benefits include
a contributory medical scheme, good attendance and
efficiency bonuses, traffic allowance and yearly bonus--
40 dollars for each thousand dollars of an employee's
annual wages.
4.2 Supply of Raw Material Problem
4.21 Rising Material Costs
As mentioned in the preceding section, the
material content in the cost of production is a large
percentage--it averaged 53 per cent in 1973. Therefore
the prices of raw materials can affect profits and
pricing policy significantly. Looking at Tables 17 and 18,
we find that the material prices on the whole increased at
a slow rate over the period of 1968-1970. However, the
costs of raw materials were erratic between 1972 and
1973, with the prices of some, such as rubber and plastic
materials, increasing about 50 per cent. In contrast
to material prices, increases in selling prices
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averaged only 20 to 30 per cent, indicating a deteriorating
profit margin. Therefore, the basic problem at present is
the skyrocketing prices of polyvinyl chloride, rubber,
chemical and so forth, which are increasing at a faster
pace than the selling prices of finished products. A
sharp rise in selling price is generally prohibited
because of intensive competition in overseas markets and
among local manufacturers.
4.22 Inadequate Supply of Raw Materials
Generally speaking, semi-manufactures such as
cotton drill or canvas are available directly from local
manufacturers. There is little problem in procuring these
materials. However, the major suppliers of raw materials
or chemicals are Japan, Taiwan, Britain, the United States,
Malaysia, Singapore and so forth. A majority of footwear
manufacturers procure natural rubber from local importers.
For other raw materials, large manufacturers usually order
directly from foreign suppliers they can do this because
of their better warehousing facilities, financial
capability and greater accuracy in predicting the quanti-
ties required for production due to their more stable
orders. However, small manufacturers, who predominate
in the industry, find this infeasible and uneconomical
because small orders sometimes fail to attract a supplier's
attention. They have to procure raw materials from local
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importers. Therefore measures should be developed to assure
a supply of raw materials at reasonable prices and at the
right time. In recent years, there have been a shortage
of raw material supplies, particularly in plastic materials.
Since the shortages are universal, a large protion of the
increase in cost resulting from higher material cost
should theoretically be passed on to the buyers. However,
the small-scale manufacturers who form the majority in
the industry and remain viable through credit extended
by importers or dealers have had considerable difficulties
in obtaining materials. The situation is even worse now
that an embargo on exports of plastic materials is likely
to be imposed by countries which find the production of
plastic materials insufficient for their own needs.
4.3 Competition From Other Lower Cost Countries (Refer to
Appendix 2-Appendix 9)
A change in value of exports of a country must
be viewed in relation to the total market, in order to
obtain a clear picture of its performance relative to
other countries. The use of market share as a basic
measurement makes it possible to avoid giving "bad marks"
to those countries which have suffered from stagnant
markets.(2) In this section, we attempt to evaluate the
nature and degree of competitiveness in overseas markets.
on the basis of this measurement. Mr• Wong Kwai, president
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TABLE 17
RAW MATERIAL AND SEMI-MANUFACTURE PRICE CHANGES
1968-1970
RAFT MATERIAL/
SEMI-MANUFACTURE UNIT 1 968 1 970 %OHANGE
Polyvinyl Chloride $3.00-6.50 $3.20-7.00yd. 7.4%
Rubber lb. 0.70-1.91 11.4%0.70 2.2'1
Canvas 1.15-3.50d. 1.35-4.00 15.1%
Calcium Carbonate ton 43.40400- 460300
Cotton Drill 0 *75-1 *00 0.85-1. o0yd. 5.7%
Source: Hong Kong Productivity Centre
TABLE 18
RAW MATERIAL AND SEMI-MANUFACTURE PRICE CHANGES
1972-April- 1973(August)
RAW MATER IAL/
SEMI-MANUFACTURE UNIT %CHANGEI1 972 X973
Polyvinyl Chloride $5.93' $9.05yd• 52.5%
Rubber
No. 1 lb. 1.09 1.6'+ 50.0%
No. 2 1.32lb. 0.92' 43.4%
Canvas 1.86 2.70 45*39yd,*
Cotton Drill 1.700.97 75.3%yde
Calcium Carbonate 420 480ton 1LI-.39
Cartoon 1000
0 .?L 0*97 31.00
in2
Source: Information provided by manufacturers
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of Hong Kong Rubber Manufacturers' Association said, The
major competitors of Hong Kong's footwear industry are
from South Korea, Taiwan, Philippines, Pakistan, India
and Thailand, the most important ones are South Korea
and Taiwan. (20):' In order to compare the degree of
competitiveness among these countries, a modified term
market share should be first defined. In view of the
lack of complete information on production in various
markets, a revised market share is defined as the
ratio of imports of footwear from one country to the
importing country to total imports of footwear in the
importing country.
Now, we will proceed to analyse some of the
major markets for Hong Kong's footwear.
E.F.T.A. As shown in Figure 5, the European
Free Trade Association is the world's third largest
market for imported footwear, after the U.S.A. and the
E.E.C. It is also the most important market for Hong Kong's
footwear. Being the beneficiary of duty-free advantage,
intra-E.F.T.A. trade in footwear grew at a rapid rate
between 1964 and 1971. E.F.T.A. suppliers have succeeded
in increasing their market. share to 30.85 per cent. In
contrast to E.F.T.A. suppliers, the majority of non-E.F.T.A.
countries including the largest world's footwear exporter,
Italy, have suffered from a decline in their market share
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in the E.F.T.A. However, Taiwan, a non-E.F.T.A. country,
has succeeded in increasing its market share in this
market to slightly less than 1 per cent in 1971. There-
fore it may be concluded that the drop in export value
of footwear from Hong Kong to E.F.T.A. in 1972 is due
mainly to the effect of competition from E.F.T.A.
countries and other lower-cost countries producing the
same lines of footwear as Hong Kong.
Britain, still the largest market for Hong Kong's
footwear, has declined in importance as an outlet for Hong
Kong's footwear because of the sluggish growth in its
demand for imported footwear. With the exception of
E.F.T.A.., all other major suppliers in 1964 have lost
their shares of the British market. Hong Kong, the second
largest supplier, lost'the most--it dropped from 28.3 per
cent in 1964 to 22.3 per cent in 1971. Japan dropped
2.1 percentage points to 2.79 per cent in 1971. On the
other hand, Taiwan, an insignificant supplier in 1964,
has succeeded in increasing its market share to 2.26 per
cent. It is likely that Taiwan might increase its market
share at the expense of Hong Kong, because other suppliers
enjoying an increasing market share, such as the E.F.T.A.
and Spain, are supplying different ranges of products.
As mentioned in the preceding chapter, sales of their own
locally made plastic footwear have been rapidly growing
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in Europe, particularly in Britain. The production of
plastic footwear in Britain therefore has been able to
satisfy a high proportion of home demand for plastic
footwear and consequently cause a sluggish demand for
imported footwear in this line. This production trend
is particularly important to Hong Kong's footwear industry
because Britain formerly absorbed approximately 40 per cent
of Hong Kong's footwear made of plastic materials.
Between 1971 and 1972, imports into Britain of footwear
made of rubber or plastic materials as a whole, had a
decrease of 22 per cent in quantity and a value decrease
of 9 per cent, whereas imports from Hong Kong sustained an
even greater cut of 34 per cent in volume and 29 per cent
in value, together with a decline in market share from 34
per cent in 1971 to. 26.59 per cent in 1972. In contrast
to Hong Kong, countries such as Taiwan, Pakistan and India
have succeeded in increasing their market share in this
linesof products (See Appendix 3A,3B, 3C) All of these facts
indicate the weakening competitiveness of Hong Kong's
footwear in Britain as compared with other countries'
export performance
In the Scandinavian market, the E.E.C. suppliers
have failed to retain their leadership. Their market shares
as a whole decreased from 56.7 per cent to 32.4 per cent
between 1964 and 1971. On the other hand, E.F.T.A. suppliers
have made great inroads into this market and have succeeded
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U.S.A. E.E.C. E.F.T.A. Scandinavia Canada
BritainF.R.Germany Aust-
ralia
Source: World Trade Annual
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in increasing their market shares in total from 31.4 per
cent to 43.89 per cent in the same period. Preferential
treatment as well as nearness to market are great advan-
tages to E.F.T.A. suppliers. Hong Kong, a very small
supplier of footwear in this market, accounted for 3..17
per cent market share in 1971 and has been able to
increase its market share since 1964. However, competitors
such as Taiwan and South Korea have also succeeded in
gaining a foothold in this market. From being two
insignificant suppliers in 1964, they in total accounted
for 1.47 per cent of imports of footwear to the Scandina-
vian market in 1971. It is likely that they are going to
impose a serious threat to the Hong Kong's footwear
industry in future in this market.
E.E.C. The E.E.C. is the second largest market
for Hong Kong's footwear after the E.F.T. A. There has been
a rapid growth in the demand for imported footwear in this
market. The vast size of the market tends to give us a
deceptive impression of great opportunities for imported
footwear expansion. However, approximately 80 per cent of
the demand for imported footwear is being satisfied by
the members of the E.E.C. themselves. The dominance of
intra-community trade is particularly obvious when we
look at Figure 5. As a result of the integration of trade,
the opportunity for expansion of imported footwear by
non-E.E.C. members is minimal. In 1971, 80 per cent of
the imports of footwear in the E.E.C. were supplied by
its own members, whereas in 1964 it was only 77.5 per
cent. The majority of non-E.E.C. countries have sustained
decreases in their market shares since 1964. With no
exception, Hong Kong's market share in the E.E.C. also
decreased to 2.19 per cent in 1971, down from 2.81 per
cent in 1964. On the other hand, Taiwan has succeeded
in gaining a market share of a little less than 1 per
cent. As E.E.C. suppliers are supplying different ranges
of products than Hong Kong suppliers, the decline in
Hong Kong's market share in the E.E.C. is again likely
to be attributed to the effect of competition from
countries which produce the same lines of products as
Hong Kong. such as Taiwan.
Of the E.E.C. countries, the Federal Republic
of Germany is the largest market for Hong Kong's footwear
and it is the second largest market for Hong Kong's
footwear worldwide. Hong Kong exports of footwear to the
Federal Republic of Germany increased at a rapid rate
over the period of 1964-1971 and was able to overtake
Japan in 1969 as the largest Asian supplier. However,
its market share could only maintain at about 2.8 per
cent. Available data indicate. that imports from Hong Kong
are generally low-priced items consisting mainly of footwear
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made of textile or plastic materials which face little
competition with products supplied by E.E.C. members.
Taiwan and South Korea have also made inroads into this
market quite successfully. In 1971, they together accounted
for 1.16 per cent of total imports of footwear into the
Federal Republic of Germany.
U.S.A. Looking at Figure 5, it is easily seen
that the U.S.A. is the world's largest importer of foot-
wear, having the greatest growth rate among all the major
importers. However, Hong Kong has failed to keep.pace
with the growth rate. On the other hand, South Korea and
Taiwan have succeeded in establishing themselves in the
U.S.A. In 1971, Taiwan became the fourth largest supplier
for U.S. imports of footwear, accounting for a market
share of 8.7 per cent. Available information indicates
that Taiwan is particularly strong in plastic footwear.
Since 1972, it has become the largest supplier of footwear
made of plastic or rubber materials. South Korea has also
been able to increase its market share to 3.54 per cent
in 1971, up from 0.57 per cent in 1964 South Korea has
particularly emphasized on rubber and protective footwear,
accounting for 12.9 per cent of U.S. imports of footwear
made of plastic or rubber materials.in 1972. Japan,
originally the largest supplier of plastic and rubber
footwear has suffered from a decline in importance as
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the supplier of footwear in this line. In 1972, it accounted
for only 19.28 per cent, down substantially from 35.93
per cent in 1971. Based on the figures provided, the
effect of competition from Taiwan and South Korea may
partly account for the decline of export performance
of Hong Kong's. footwear in the U. S.,A.
Canada Canada, the fourth largest market for
Hong Kong's footwear in 1971, was overtaken by Australia
in 1972. Though the demand for imported footwear has
grown rapidly since 1964, Hong.. Kong has failed to keep
pace with the growth its market share decreased to 2.01
per cent in 1971, down from 5.8 per cent in 1964. With
the exception of the E.E.C. suppliers, all other major
suppliers in 1964 have lost their market shares in
Canada. Japan, the second largest supplier in 1964,
sustained a drop from 23.8 per cent to 8.52 per cent in
1971. The E.F.T.A. suppliers lost approximately 8 percen-
tage point, dropping to 12.54 per cent in 1971. On the
other hand, Taiwan and South Korea have again succeeded
in increasing their market shares in this market. There-
fore we can also conclude that the decline of Hong Kong's
footwear exports to Canada in 1972 was mainly due to the
effect of competition from South Korea and Taiwan.
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Australia Australia is at present the fourth
largest market for Hong Kong's footwear. This is also a
rapidly growing market. The value of imports of footwear
as a whole amounted to US$25 million in 1971, more than
five times the 1964 value. Initially, Hong Kong was able
to keep pace with this growth and reach a peak market
share of 12 per cent in 1969. On the other hand, Mainland
China, originally the third largest supplier, was overt-
aken by Hong Kong. Italy and Britain were the other
leading suppliers in 1969. Commonwealth preferential
treatment is here an important factor accounting for the
growth of Hong Kong's exports of footwear. However,
Hong Kong's market share in Australia has declined since
1969. It was 8.7 per cent in 1971. In contrast to Hong
Kong, South Korea, Japan and Taiwan have succeeded in
increasing their market shares to 1.19 per cent, 12.65
per cent and 16.19 per cent respectively.
In brief., the available data indicate that the
market share of Hong Kong's footwear, on the average,
has declined to a varying degree in different markets.
On the other hand, South Korea, Taiwan, Pakistan and
so forth have been able to increase their market shares
in different markets, including those countries which
grant preferential treatment to Hong Kong's footwear
exports. This may be considered as indicative of the
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different supply conditions in the exporting countries.
The bulk of exports-from Hong Kong and its major compet-
itors are generally in low-cost non-leather lines. The
competitive factors in this very competitive business are
price and fashion, with the former the more important in
the low-priced line (1). Therefore, differences in export
growth among various countries and Hong Kong can be attri-
buted to differences in the prices of products. Mr. Wong
Kwai said, Hong Kong footwear has met with increasing
competition from some lower-cost countries like South
Korea, Pakistan, etc. These countries, with their ample
supply of cheap-wage labour and ready availability of
land at low price, have been able to produce footwear for
export purpose at a lower cost as compared with Hong Kong.
Industry's opinions indicate that Hong Kong's footwear is
on the average priced at least more than 10, per cent
higher than that of its major competitors. As mentioned
in the preceding section, labour content in the manufacture
of footwear is relatively high with the result that. any
change in direct labour significantly affects profits as
well as pricing policy. The wage rate has increased in
recent years at a great pace, and this has been making
Hong Kong's footwear uncompetitive in world markets.
In early 1972, the Stanford Research Institute reported
that the manual workers' wages in South Korea and Taiwan
are lower than those in Hong Kong.
4.4 Over-comretition Among Local Manufacturers
Compared with other industries, it is relatively
easy to enter the footwear industry, which is characterised
by numerous small firms. This tends to lead to the
existence of over-capacity in the industry. According to
industry sources, competition is so keen in the industry
that among small-sized firms or so called smokeless
factories, a continuous price war goes one As a result,
unethical practices are common. Sometimes these firms
quote a lower price at the expense of quality so as to
attract buyers' interest. One British importer complained
that he has received a lot of faulty footwear from Hong
Kong which he had'simply to debit to Hong Kong, as quality
was not up to standards. (17) Such cut-throat competition
has the following effects
1. Competition based merely on price but not
quality tends to destroy the overseas image
of Hong Kong. Overseas buyers may lose their
confidence in Hong Kong's footwear and
consequently shift their orders to other places.
2• The uncertainty and unfavourable conditions-
created by the existing competitive atmosphere
forces some large manufacturers to give up
plans for modernization.
3. Some less effective and efficient manufacturers
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are forced to leave the business owing to
the lack of capital, unavailability of loans-
from banks, higher cost of production and
marginal profits.
4.5 Discriminatory Treatment Against Hong Kong in E.E.C.'s
Generalised System of Preference
In addition to changes in variables such as
labour wages, technological developments, etc., which are
directly related to differences in export growth, export
performance of an exporting country is also affected by
changes in preferential arrangements, import restrictions'
and customs duties imposed by importing countries(2).
One of the best illustrations of this is the case of Hong
Kong in the E.E.C. market. Hong Kong exports of footwear
to the E.E.C. increased at an average annual rate of 21
per cent over the period of 1964-1971. However, since the
introduction of the preference scheme by the E.E.C. in
July 1971, footwear exports to the E.E.C. dropped by 15
per cent in 1972. During the first nine months of 1973,
exports of footwear to the E.E.C. had sustained a further
drop to 42.62 per cent compared with the export value in
1972. Available statistics indicate that the drop in
exports to the E.E.C. is not due to the decrease in the
demand for imported footwear but is mainly due to the
imposition of a 20 per cent tariff on Hong Kong's foot-
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wear imported to the E.E.C. This in turn further aggravates
the already weakened competitiveness of Hong Kong's foot-
wear in the E.E.C. market. On the other hand, major
competitors of Hong Kong like South Korea, Pakistan,etc.,
have been granted duty-free advantage for imports to the
E.E.C. Information concerning the export performance of
these countries was not available. However, incomplete
information indicates that South Korea has succeeded in
diversifying its market and penetrating the European
markets. There was a substantial increase in exports to
the E.E.C. market by South Korea over the years 1971 and
1972 with an increase of nearly 3 times in 1972 over 19711.
TABLE 19
EXPORTS OF RUBBER FOOTWEAR AND CANVAS SHOES
IN SOUTH KOREA
US$1000
CHANGEDESTINATION 1971 19 72




Source: The Gomuchoi,10 May,1973
1Information provided by the Department of Commerce
and Industry,Hong Kong.
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On the basis of this information, we may
conclude that it is likely that the Hong Kong's footwear
industry will suffer to a greater extent from its
exclusion from preferential treatment in the E. E..C.' s
Generalised System of Preference. Moreover, the situation
will be aggravated in the coming years as a result of
the entry of Britain, the Republic of Ireland and Denmark
into the E.E.C. Starting from January 1,1974, these three
countries have aligned their preferential schemes with
those of the E.E.C. Of particular concern is the align-
ment of Britain's scheme with those of the E.E.C. Since
1974, Hong Kong has no longer been entitled to duty-free
advantage for imports to Britain, but now has to pay
import duty rates on footwear imported to Britain this
will increase year by year until 1977, when Hong Kong
will have to pay import duty rates as stipulated by
E.E.C.'s Common External Tariff (See Appendix 10).
In contrast to Hong Kong, Competitors such as South Korea
which had paid import duty rates on footwear imported to
Britain in the past are now granted duty-free treatment
to Britain, the Hong Kong's largest market. As a result
of this, it is likely that the decaying competitiveness
of Hong Kong's footwear in Britain will be accelerated
in the coming years.
CHAPTER 5.0
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5.0 CONCLUSION AND RECOMMENDATIONS
5.1 Conclusion
In summary, the industry is primarily composed
of numerous small factories. The average size of the
factories in the industry scattered throughout the Colony
has been declining rapidly, and was reduced by approximately
half between 1959 and 1972• The industry at present is
mainly a labour-intensive one.Processes of manufacturing
have been improved, but at a very slow rate. Technical
developments such as division of labour in footwear making
have had the effect of improving labour productivity in
the past several years. However, with the exception of
part of the plastic footwear sector, progress toward
mechanisation in the industry, on the average, has been
very slow. The plastic footwear sector, established in the
early 1960's, is fairly well mechanised compared with
the rubber footwear sector, which was established some
forty years ago. Most of the equipment being used in the
latter is now outmoded.
We found that most of the manufacturers are
production-oriented rather than marketing-oriented. The
degree to which they depend on middlemen to handle their
export sales varies among manufacturers. Few or no
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active promotional activities are conducted by local
manufacturers in overseas markets. They stick to the
old practice of waiting for middlemen to place orders.
The breakdown of Hong Kong's exports of foot-
wear by commodities shows that there is a lack of diver-
sification in material content and product lines. Local
manufacturers usually concentrate on the production of
low-cost non-leather footwear, such as canvas shoes or
plastic footwear. Profits of manufacturers in this low-
priced product line have been squeezed by more intensive
competition from other lower-cost countries, higher costs
and difficulties in raising prices.
Like many other industries in Hong Kong, the
fohtwear industry relies heavily upon a few overseas
markets* The major markets for the industry are as follows
The European Free Trade Association





These markets combined absorbed 88.8 per cent of
exports of the six items studied in 1972• Exports to these
markets all suffered a decline in export value as compared
with the value in 1971.
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Aside from the lack of well-developed marketing
capability and efficient production plants, we recognized
five other major problems encountered by the industry:
1) Labour Problem
Shortage of skilled labour
Rising labour wages
High rate of turnover
2) Supply of Raw Materials
Rising raw material costs
Inadequate supply of raw materials
3) Competition from Other Lower-Cost Countries
4) Cut-Throat Competition Among Local Manufacturers
5) Discriminatory Treatment Against Hong Kong in
Some Major Overseas Markets
We consider these problems the underlying factors
for the decline in the footwear industry. The sharp decline
in value of exports in 1972 forced many manufacturers to
suspend their business and lay of workers.
In conclusion, the very important factor in
Hong Kong's successful emergence as one of the world's
largest exporters of footwear in the early sixties was
an ample supply of labour that was not only industrious
and adaptable, but was also of relatively low labour wages.
However, the situation since the late 1960's has been
quite different. Hong Kong has no longer been alone with
Japan in Asia in exports of footwear. As a result of
rising wages in Hong Kong, competitive advantage has
shifted to other developing countries. In view of the
decaying competitiveness of Hong Kong's footwear in some
major markets, the rather obvious conclusion is that,
there is little hope for Hong Kong's manufacturers to
compete with the lower-cost countries in the existing
product lines. Furthermore, the deteriorating situation
will be aggravated by the exclusion of Hong Kong's foot-
wear in the E.E.C.'s Generalised System of Preference.
The inclusion of Hong Kong's f ootwea:b in the system
would not improve the industry dramatically in its
existing product lines, but it would certainly help to
slow down the rate of decline.
5.2 Recommendations
The two major competitive factors in footwear
are price and fashion the former is the more important
one in the low-priced line of footwear(1). The Hong Kong
footwear industry is faced with the increasing unit costs
of products, together with the discriminatory treatment
in some major markets. In order to stsy in business and
maintain competitiveness in overseas markets, we feel
the manufacturers now have to concentrate more than ever
on producing higher-priced footwear with high quality and
fashionable design, where price is less important as
a comretitive factor. However, this must be backed up
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by better technology, better marketing, diversification
of markets, etc
5.21 Diversification of Product lines
In order to maintain its reputation as a major
world's supplier of footwear, Hong Kong has to shift to
the manufacture of high-priced items. There is no doubt
that Hong Kong cannot compete with low foreign wage rates1.
Diversification into leather footwear is one of the
alternatives. However, it seems there is limited opport-
unities for Hong Kong in this product line because Hong
Kong will have to make heavy capital investment on
modernisation in order to be as competitive as other
leading suppliers. In contrast to leather footwear, high
quality and fashionable plastic footwear seems to offer
a greater potential for development. Based on the available
statistics, we can predict that there is a trend toward
plastic footwear with high quality and well-developed
fashion as reflected by the production trend in Europe(22)
and by the increasing shipments of high quality plastic
footwear to the United States from Italy, the traditional
su lien of leather footwear(23). Therefore we feel Hong
1The average daily wages for workers in the rubber
manufacturing industry in Taiwan in 1971 was HK$3.25 (16)
whereas in Hong Kong it was HK$21.80.
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Kong's plastic footwear sector, which is on the whole
fairly well mechanised, may be well placed to take
advantage of this trend.
5.22 Better Technology
The growth of the industry depends on the rate
of technological change. This may include new methods of
production, new designs for existing products, improve-
ments in synthetic materials and so forth. Therefore, it
is essential for the industry to develop a technological
strategy which is capable of efficiently absorbing the
principles of technological developments of some leading
footwear manufacturing countries such as Italy and Japan.
The successful emergence of Taiwan as a low-cost footwear
supplier may partly be attributed to its ability to absorb
the technical know-how as well as mechanisation of those
Japanese manufacturers who established their factories
in Taiwan in the form of joint ventures because of the
growing labour shortage and rising wages in Japan (18).
Indeed the lack of managerial talent in the
footwear industry for undertaking programs for technolog-
ical change is an obstacle to the development of the
industry in Hone Kong. Therefore, the Hong Kong Producti-
vity Centre should assume an active role in this respect.
Its function is not only to make recommendations for
technological changes frequently, but more importantly to
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provide practical assistance to the factory concerned in
implementing the Centre's recommendations.
The limited financial capability among the
majority of the manufacturers imposes another serious
handicap to technological development. Though a Loan
Scheme for Small Industry was introduced by the Hong
Kong Government in July 1972, industry's response to
the scheme seems to be very poor. A mereHK$110,000 was
authorised in the first six months. Therefore, we
recommend that a modified scheme be worked out. In order
to speed up technological changes, we suggestethat
additional funds be made available at a preferential
interest rate and that a special depreciation allowance
should also be gramted•
5.4 23 Better Marketing
The American Marketing Association defines
marketing as the integration of all functions in moving
one type of goods or services from production to final
user: Therefore, selling is only one aspect of marketing
the others are product development and planning, channel
of distribution, sales promotion and advertising(8).
In Hong Kong, manufacturers are used to thinking
that their task is simply to produce products and sell
them. They pay little attention to other aspects. However,
in the face of rapid technological changes,and intense
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competition, there is an urgent need for a basic re-
orientation of their thinking. They should pay more
attention to other aspects of marketing.
5.231 Product Development and Planning
We strongly recommend that Hong Kong footwear
manufacturers put more effort into product research and
development and also long-range product planning. This
is particularly important to an export-oriented product.
In order to facilitate sales, products should be
developed and produced so as to suit the means and tastes
of the type of customers in the particular market that
the manufacturers intend to cultivate(11). It should be
differentiated from other competitive products either in
price, quality or other marketing considerations. The
product's position in the market should be frequently
examined so as to make long-range product planning
possible. For example, in Japan, footwear manufacturers
foresaw the declining competitiveness of its rubber
footwear in the world's market as a result of rising
wages in Japan in the mid 1960's. They started putting
less effort into the production of rubber footwear and
intensified their concentration on the production of
other footwear. At present, instead of being an exporter
of rubber footwear, Japan is now importing a lot of
low-priced rubber footwear from other countries such as
South Korea and Taiwan.
Because of the limited financial capability 1 of
each individual manufacturer, we suggest that a group of
manufacturers be formed, which can seek cooperation from
the Hong Kong Trade Development Council.
5.232 Channel of Distribution
As mentioned in Chapter Two, the manufacturers,
regardless of the size of their operations, rely to
varying degrees on export houses to handle their export
sales. Most of them even don't know the situation and
demand in overseas markets. Therefore some middlemen are
used to exploiting their bargaining power vis-a-vis
local manufacturers. It is common for an exporter to ask
several manufacturers simultaneously to quote the prices
of products, then choose the one who quotes the lowest.
This has the effect of inducing cut-throat competition..
Moreover,growth of sales depends on what kind of efforts
the middlemen put into selling the products. Therefore,
we suggest that local manufacturers have closer contact
with overseas buyers or importers so as to play an active
role in marketing their products. In light of this basic
problem encountered by many manufacturers with regard to
middlemen, we suggest that the manufacturers group
themselves together as a cooperative organisation whose
function is to market products of the members directly
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to overseas buyers, thereby eliminating middlemen as much
as possible. This cooperative marketing organisation could
set up agents in some major markets, supplying dealers
directly, and also keeping more closely in touch with the
local variations in style demands as well as competitors'
product developments. This might also create better
credit arrangements(5). It was reported by the Hong Kong
Trade Development Council's Stockholm representative that
Hong Kong footwear manufacturers or exporters are less
generous with credit facilities as other suppliers.
The underlying motives for adopting a coopera-
tive form of organisation are as follows:
1) To lower the costs such as administrative
and selling expenses.
2) To prevent excessive competition among local
manufacturers by regulating its members to
quote the same price per unit for comparable
products.
3).To attain an optimal business size which is
capable of exploiting a large and diversified
market potential.
4) To set up quality standards acceptable in
overseas markets and avoid shoddy goods so
as to build up an image of good quality for
Hong Kong's footwear.
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5.233 Promotion and Advertising
In view of the difficulties with capital that
local manufacturers have, we suggest the proposed coop-
erative marketing organisation do collective advertise-
ments to popularise footwear made in Hong Kong in overseas
markets. This could be done under a collective name.
Well-known manufacturers' brands are the key to sustaining
growth in market share in the footwear industry because
brands provide a means for building consumer loyalty and
repeated sales(1). Therefore local manufacturers should
put more effort into collective advertising. Trade missions
should be sent overseas buying seasons to call on potential
customers such as chain stores, department stores or buying
cooperative organisations.
5.24 Collective Procurement of Raw Materials
The raw materials are mostly imported through
trade firms and as intermediaries, these traders gain
unreasonable profits and consequently make production cost
high. Therefore we suggest that the cooperative organisa-
tion collectively procure the raw materials necessary for
the production of footwear, and then supply its members.
This would have the effect of increasing bargaining power
so as to permit a lower price or quantity discount, and
also to reduce the costs of handling the purchase.
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5.25 Diversification of Markets
In terms of markets, we must emphasize the
continuous importance of Britain as the major outlet
for all types of Hong Kong's footwear. This is of
particular importance now that Britain has become a
member of the E.E.C. where the trend of integration of
trade has become more and more pronounced in recent
years. In order to achieve expansion, we suggest that
Hong Kong manufacturers put more effort into the
diversification of markets.
It is suggested that Hong Kong manufacturers
place more emphasis on Eastern Europe and Africa, although
there is difficulty in developing Eastern European markets
because of the foreign exchange control. However, it seems
that Eastern European countries are implementing a revised
trade policy, which may o':jen the door for Hong Kong's footwear.
5.26 Effective Use of Labour
In view of the labour problem, we suggest that
there is in fact not a serious shobtage of labour, but an
under-utilization and waste of labour. To support this
assertion, we point to such factors as obsolete machinery,
badly organised production and inadequate training facilities
in the industry. Therefore in order to make effective use
of labour force, the basic requirement is to improve labour
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productivity. For this purpose, we suggest development of
labour saving techniques, introduction of more efficient
equipment, improvement of the system of personnel
assignment, vocational training designed to cultivate
new occupational skills in keeping with the rapidly
technological changes and improvement in working conditions.
Though the low wage level of the countries,such as
Taiwan, South Korea:, etc., form an effective competitive
basis in world markets, Hong Kong could improve its
competitiveness by improving the labour productivity,
because labour productivity is also a critical determi-
nant of real product costs (9) in the manufacture of
footwear.
Finally it should be noted that the recommen-
dations presented in this study are simply the basic ideas
for improving the industry the feasibility of each of
them would have to be examined separately before any
final recommendations about them could be made.
97
APPENDIX 1
DISADVANTAGES AND ADVANTAGES OF
DIRECT EXPORTING AND INDIRECT EXPORTING1
DIRECT EXPORTING
A. Advantages:
1. Acquiring knowledge of the foreign markets.
2. Establishing a firm relationship with overseas buyers.
3. Learning of other activities of overseas buyers which
may oven UD avenues of sales.
k• Opportunity to promote the exporter's name and
merchandise.
5. Improving the competitive position in overseas
markets as a result of eliminating middleman's
margin.
B. Disadvantages:
1. Necessity of close scrutiny of all pahses of the
export transaction.
2. Necessity of assuming foreign risk.
3'. Expenses of promotional and research work.
+. Risk of insufficient volume in markets or areas where
the large buyers have arrangements with middlemen or
manufacturers located in the exporter's country.





1. Opportunity of exploiting a large, diversified
market potential afforded by many of the long
established domestic intermidiaroes.
2. Minimization of export detail.
3. Elimination of foreign credit risk.
4. Economy in operational overhead.
B. Disadvantages:
1. No direct contact with foreign buyers.
2. No opportunity to develop the potentialities.
3. No means for establishment of exporter's name or
product.
4. Intermediary's additional margin.
APPENDIX 2
11A JOR SUPPLIjFER$ UP E F T A.' ,I i
U S I.IILLION
1971197019691964
% OF % OF% OF % OF
T` TOT A.LVALUEVALUE TOTALVALUETOTALVALUETOTALSUPPLI ERS
1






5.40319.421.4 7.1525.3 9.5810.715.7F.R.CrERIJJ ANY
1.726.21.771.97 5.3r 23.04.4JAPAII''
0.5 ,0 1.39TAI ',,,'IAN 5.01.50.491.3
ne7 0.190.070.2S.KOREA
13.9450.415.7313.71 47.11 6.1 36.2e9- 3 ,0OTHERS
-760.0 100.00100.00299.41.).D. 00264.0100.0147'0'4TOTAL
N.B.* Iceland joined the Association in !y-(U
Source: United Nations, frold Trade Annual 1964, 1969-1971
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APPENDIX 3A
MAJOR SUPPLIERS OF BRITAIN'S IMPORTS OF FOOTWEAR
US$ MILLION
1971197019691964
% 0F% OF % OF% OF
TOTALVALUETOTALVALUETOTALVALUETOTALVALUESUPPLIERS
22.3624.95 $29.725.6 $24.328.3HONG KONG $21.8$18.7












Source: United Nations, World Trade Annual,1964-1971
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96 OF%OF %OF % OF
SUPZZIERS TOTAL VALUE TOTAL TOTAL VALUE TO TAMQUANTITY QUANTITY
HONG KONG 26.51127817266 Z6018 £427648.2257.75 34.04
E.E.C. 8567 53.2?23.447007 7869 44.51 7321 31.30
38.54ITALY 21.86 619816.30 51134875 31.885637
10.85FRANCE 1745181510.071729 1780 7.765.78
2.31E.F.T.A. 2.462.55 372451 575934 3.12
1.78286IRELAND 0.72283 1691.60212 0.71
2.722.51JAPAN 4381251 1049 5885.934.18
1285 7.99TAIWAN 22752006 10536.71 9.735.96
S. KOREA 0.190.1030 34
858 5.341185OTHERS 1193 5.075.239243.99
16081 100.00100.0023391TOTAL 17 681 100.0029899 100.00
Source: Britain, Overseas Trade Statistics 1971 1972
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APPENDIX 30
MAJOR SUPPLIERS OF BRITAIN'S IMPORTS OF FOOTWEAR
WITH SOLES OF RUBBER OR PLASTIC MATERIAL
AND Ui FERS OF ANOTHER MATERIAL QUANTITY: 1000 pairs
VALUE: £1000
1971 1972
% OF % OF % 0F % OFSUPPLIERS QUANTITY TOTAL VALUE TOTAL TOTALQUANTITY VALUE TOTAL
HONG KONG 21080 617242.63 16.93 20518 £669535.61 14.88
E.E.C 7395 14.95 12000 14.0832.92 8112 15089 33.53
ITALY 10.395140 8717 621823.91 10.79 11835 26.30
FRANCE 1861 2617 14473.76 2.517.18 2344 5.21
F.TE.F.T.A. 2634 2619111435.33 4166 11.304.55 5086
SPAIN 2495 2790 7.65 27305.05 4.74 8.503827
IRELAND 1310 2.65 2417 1503 2.616.63 2764 6.14
JAPAN 1499 1.28 20773.03 466 3.61 1.18529
FAKISTAN 2158 1.424.36 8.10519 4667 1130 2.51
INDIA 6.80 2.323365 846 6.183562 2.12953
7079OTHERS 19.85 19.42 118239767 20.52 8928 19.84
TOTAL 100.0049453 100.0036455 100.00 51611 45001 100.00
Source: Britain, Overseas Trade Statistics 1971-1972
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TOTALVALUETOTALVALUETOTALVALUETOTALSUPPI ERS I VALUE
3.174.3$ 4.62.93 3.612.4q 1.3 3.4HONG. KONG
32.4044.035.7445.5E.E.C. 42.6049.556.730.0
22.3124.82 30.329.09 31.617.1TALY 33.8ITALY 32.4
4.205.78.26 5.73' UJ• 7.316.9F.R.GERMALY 8.9
43.8959.666.7 52.4041.5748.316.6El .L. T. A. 31. 4








Source: United Nations, Idorld 'T'rade Annual- 1y04, lyo -i r i
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APPENDIX 5
MAJOR SUPPLIERS OF E.E.C.' S I1', PORTS OF FOOT'VEAR
US MILLION
1970 19711964 9
0 F(7) /D OF''o 0 F° OF
r V2'ULUii TOTALVALUE T-) TJUL! i AL J 'O TALT AIJUR TO TALSUP LIJRS
li 2.19X12 .92.192.772.81TONG XON'TG- ti 1T 0 7 X11.5
1i 't 80.0283.2683.01 472.2129.5 372.1344.477.54
241.0 52.72311.153.9357.00ITALY 236 ..54/.8978.3
14.9888.414.4364.511.0912.4520.8FRANCE 46.0
6.527.43 38.533.2F.R.GERMANY 7.2830.25.579.3
25.219.0 4.2717.7 4.258.7414.6 4.27E.F.T.1:..
0.590.901.01 3.52.16 4.0BRITAIN 4.23.6
1.8110.71.838.21.76JA PAN 7.35.9 3.53
TAI `S`TAN 0.920.452.0 5.40.391.6
0.050.30.020.1S. KOREA
10.7463.47.997.81 35.712.3OTHERS 32.47.37
100.00100.00 590.1100.00 446.9100.00ib'(.U 414.9TOTAL
Source: United Nations, World Trade Annual 1964. 1969-1971
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PPENDI X 6
I.JAJOR SUPPLIERS OF GER: -PiN P.R. IlIPORTS OF FGOTrJEAR
TJSC1' 1'II:LLILi
1691964 197 1971
% OP % OF ! 0 7 °o OF
TT 'T T 1VALUE VALUE TC TA!,TOT'LSU]TPLIERS v ?i1.J UL TOT'LL VALUE TOTAL
Ti'' T. \vr(7 3 8.1 2.86 2.752.4 2.8 `''' 7.0 9.33.8'2
199.9 81.5981.55 263.0172.966.0L C 77.8876.8
149.7 61.10 199.9135.1 63.75ITALY 59.19J46.8 54.5
'11.56
13.9914.4524.515.0FRANCE 12.9 47.235.4
2..y58.0NET HERLIND S 3.80 9.99.34.9 3.774.3
10.52.866.9YUGOSLAVIA 3.117.03.254.43.8
2.342.162.17 7.9JAPAN 5.34.63.83.3
16.712.0 4.954.908.3 4.43L.F.T.L. 9.49.7





source: United Nations, `t dorld Trade Annual, 1964, 1969-1971
106
APPENDIX 7A





% OF % OF % OF % OF
SUPPLIERS VALUE TOTAL VALUE TOTAL VALUE TOTAL VALUE TOTAL
HOHG KONG $2.0 1.49 $ 6.9 1.41 $ 3.9 1.26 $ 7.5 0.99
E.E.C. 59.0 41.73 223.6 45.82 302.5 48.09 323.5 42.68
TTALY 50.8 35.93 198.5 40.68 267.4 42.51 288.0 38.00
JAPAN 50.3 35.57 84.5 17.32 92.2 14.66 95.4 12.59
SPAIN 4.2 2.97 73.8 15.12 78.8 12.53 126.5 16.69
BRITAIN 9.5 6.72 21.3 4.36 19.9 3.16 18.2 2.40
TAIWAN 0.7 0.50 21.8 4.47 39.9 6.34 65.9 8.70
S.KOREA 0.8 0.57 7.3 1.70 12.9 2.05 26.8 3.54
OTHERS 16.9 11.95 47.8 9.80 74.9 11.78 94.1 12.42
TOTAL 141.4 100.00 488.0 100.00 629.0 100.00 757.9 100.00
Source: Unitad Nations, world Trade Annual-1964, 1969-1971
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APPENDIX 7B
MAJOR SUPPLIERS OF U.S. IMPORTS OF PLASTIC/RUBBER FOOTWEAR
US$ MILLION
197219711966
% OF% OF% OF
TOTALVALUETOTALVALUETOTALVALUESUPPLIERS








Source: Compilation from U.S Imports for Consumption-
1966.1971-1912, United States.
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A ILIIEND I A 8
MAJGR SUPPLIERS OF CANADIAR IMLCRTS OF FOOTEAR
US$ EILLION
1969 1711964 1970
% OFj0 or b OF%OF
VALUE VALUEl U 1' 4L1 VALUE TOTALTOTAL TO TA LVALUESUPPLIERS
2.013 1.5 2.262.82(D J. G 170INrG p 1 7 X1.75.8$1.3
E.E.C 27.418.326.66.1 2 4.7 32.4334.84E.E.C 30.40
22.3723.84 18.916.921.2612.820.31TALY 4.7
6.516.772.6 4.8 5.50.6 5.15FIANCE 3,1
8.5210.4412.79 7.223.8 7.4JA PAN 7.75.5
12.5410.615.2310.816.2820.2 9.8E.F.T.A. 4.7
11.001A. 12.96 9.117.77.8BRITAIN 7.84.2
4.142.8 3.54.238.0 4.65 3.0U.S.A.
14.4412.28.896.38.472.20.5 5.1TAIWAN
4.623. 95.503.91.7 5.483.3CZECHESLOVAKIA 7.5




Source: United Nations, World Trade Annual-1964, 1969-1971
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APPENDIX 9
T' 1ALJO R STJFPLI:I RS OF AUSTRALIAN IT,IPOI TS OF FOOL ,JI AR
TJS r' ILLIO
1964 1960) 10 711970ti ol% OF 0 F 96 0
SUPFLIERS VALUE TOTAL VALUE TOTAL VALUE TOTAL VALUE TOTAL
8HONGXONC 481.8 12.03 2.0 11.17 $2.2 .703.0$0.1
E.E.C. 2.3 29 .2548.0 5.8 33.93 5.9 32.96 7.4
ITALY 2.0 23.49 6.3 24.9041.6 4.8 5.132.21
6
17.452.0 21.790.9 19.4 17.793.9 4.5J
2.2 14.77 20.11 13.8316.4BRI TA IN 0.8 3.6 3.5
1.8 10.061. 12.65JAPAN 0.2 4.8 9.40 3.2
6.156.71 1.11.0CHINA 0.7 14.7
16.190.82.010.3TAIWAT 4.47
L) c. T)L:F'_i 1.190.1 0.56 0.3KOREA
14.232.3 12.8513.452.010.1OTHERS 0.5 3.6
25.3 100.0017. 100.00100.0014.9100.0TOTAL 4.7
Source: United Nations, VIorld Trade annual-1964, 1969-1971
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APPENDIX 10
IMPORT DUTY RATES ON FOOTWEAR WHICH WILL BE
APPLIED BY THE UNITED KINGDOM IN 197I---1977
E.E.C United Kingdom
Brief Description 1973 1974 1975 1.7.197111976-30.6.1'977C.-E. T.1
Rate onwardsFull Rate JCPC Rate Full Rate CPC Rate Full Rate ,CPC Rate Full Rate CPC Rate%
%
I. Footwear
Footwear with outer soles and uppers
of rubber or artificial plastic
material
A. If made to cover the. ankle
1. Of length (front of sole to £0.2/pr.I 00.12/ £0.08/ o. 04/
heel tip) exceeding 280 mm. pr.+8% pr.+12% pr.+16%2. Other £0.075/ £0.045/ £0.03/ 50.015/
Chi' aspr. pr.+8% pr.+12% pr.+16%8.0 from20.o jFree ,12.0B. If not made to cover the ankle ,16.o
1.7.77r. Of a length (front of sole Z0.05/ £0.03/ £0.02/ £A.01/
to heel tip)-exceeding 235nm. pr. +8%pr. pr.+12% pr.+16%. Other £0.04/ LO. 024/ ,0.o16/ o .008/
pr. pr,+ 16%pr.+8% pr.+12%
Footwear with outer soles of leather
on composition leather, footwear wit]
outer soles of rubber'or artificial
plastic material
A. With outer soles of rubber or
artificial plastic material and
uppers of material other than
leather
1. Containing more than 5% by 10.0 14.0 13.4 16.0 15.6 18.0 17.89.0
weight of silk, or. m.m.f. or
of both together
2. Other
a) if made to cover the -,:nk1e
20.04/x{',0.12/ X0.08/£0.Z/pr.i) of a length (front of
r.+8% pr.+16%sole to heel tip) exceod pr.+12%
i Il 2 O r.. , .
United Kingdom
: c.
1976-30.6.19771975197+.Brief Descriptiot 1973 1.7.19771C'.E.T.
Rate onwardsFull Rate ICPC RateFull Rate ICPC RateFull Rate [CPC Rate Full Rate CPC Rate l 01-o/7p 20N i
£0.0/Ar.. 10.015/,pr.N0.045/Pr.•,ii) Other ILO-075/pp.
+ 16%+1 2'%+86
b) if not made to
CET as
cover the ankle






T. Containing more than
5% by weight of silk
of m.m.f. or of both
together
€0.03/pr.0.Qt.5/pr. ISO-015/pr.a) yeomen's
or 2%*-+ 16%or 4%*yI29a'or 6%*+8/
.0.075/Pxi• 00.03/pr.13.4I £0.04 5/pr. )17.815.6 I,0.015/pr.
l or 106* { or 2%*+6.436'or 4 %*+4.8'1or 6%*+3.2'%I9.0 )CET(i) I (1)(1) )CET(1) )CET(l)(1)
13.016.01 t+. 0b) Other 20.0 10.0 8.4-0)8.8 (1)9.2 (1)
2. -Other
Y.0.015/pr.M.03/pr.£A.045/pr.a) Women's




Free 17.515.012.5b) Men's X6.4(1)7.5 X4.8(1)X3.2(1) CET(1)CET(1)CET(i)
18.06.o14.0c) Other
10.0 8.4 (1)M. (1)9.2 (1)
I` 1 B• rrh re aiternati e rates are iven,the rateg
chargeable is whichever is the -greatest
1 c on u nin more than 5% of silk
Source: Hans Kon Department of Commerce Industry
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APPENDIX 11
MAJOR EXPORTERS OF FOOTWEAR IN THE WORLD
US$: 1000
VALUE OF SHIPMENTS IN THE YEAR OF
EXPORTERS 1969 1970 19711 964
ITALY $570860 $665943 $780219s192824
SPAIN 6507 104361 17289395310
FRANCE 1071+5 140470 17000 873036
JAPAN 128173 133662 13431179337
BRITAIN 80468 85226 8851639808
P.R. GERMANY 80950 8731230374 79584
YUGOSLAVIA 31919 51262 55413 70959
HONG KONG 4848130594 50000 58113
11847AUSTRIA 4263131 725 52218
18218SWITZERLAND 28962 29361 33727
14332NETHERLANDS 25738 26837 27338
SOURCE: United Nations, World Trade Annual,
1964, 1969-1971
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1　 　 香 港 鞋 履 業 之 發 展 及 其 衰 落 原 因 之 研 究 　
王 文 輝
一 九 七 二 年 是 香 港 鞋 履 業 艱 苦 的 一 年 。 由 於 內 銷 市 場
狹 小 ， 香 港 鞋 履 素 以 外 銷 為 主 。 七 二 年 各 類 鞋 履 出 口 均 有
顯 著 下 降 ， 出 口 總 值 三 億 零 四 百 萬 元 ， 較 七 一 年 出 口 總 值
下 跌 四 千 六 百 萬 元 。 一 九 七 三 年 首 三 季 ， 出 口 總 值 復 較 七
二 年 同 期 下 跌 百 分 之 廿 一 。 由 於 出 口 數 值 連 續 下 降 ， 引 起
作 者 對 此 一 度 是 香 港 第 三 大 出 口 貨 品 進 行 一 項 較 深 入 的 研
究 。 鞋 類 出 口 種 類 繁 多 ， 按 其 所 用 原 料 可 分 為 四 大 類 ， 即 ：
橡 膠 ， 塑 膠 ， 紡 織 纖 維 和 皮 革 。 由 於 皮 鞋 一 向 在 本 港 鞋 類
出 口 中 僅 佔 一 小 部 份 ， （ 一 九 七 二 年 ， 皮 鞋 佔 鞋 類 出 口 總 值
2百 分 之 四 點 五 ） ， 同 時 皮 鞋 一 向 注 重 本 銷 ， 外 銷 僅 佔 全 年 生
產 總 值 百 分 之 廿 左 右 ， 故 本 文 研 究 範 圍 不 包 括 皮 鞋 。 由 於
時 間 ， 金 錢 ， 以 及 個 別 廠 商 合 作 等 問 題 ， 本 項 下 研 究 僅 能 以
個 別 訪 問 方 式 進 行 。
簡 言 之 ， 本 文 研 究 的 目 的 ：
一 探 討 香 港 鞋 履 業 的 發 展 和 現 況 ，
二 探 討 影 響 鞋 履 外 銷 的 主 要 因 素 ，
三 探 討 影 響 未 來 發 展 的 主 要 因 素 ，
香 港 製 鞋 業 有 著 悠 久 歷 史 ， 遠 在 一 九 三 二 年 已 有 製 鞋
廠 的 設 立 ， 但 彼 時 工 廠 不 多 ， 不 僅 規 模 簡 陋 ， 且 由 於 當 時
3受 設 備 ， 技 術 和 有 關 化 學 品 的 限 制 ， 僅 能 製 造 粗 簡 之 產 品
， 且 以 本 銷 為 主 。 當 時 大 部 份 工 序 都 是 人 工 操 作 ， 生 產 速
度 緩 慢 。 一 九 四 九 年 後 ， 由 於 中 國 大 陸 政 治 動 盪 ， 大 量 資
本 家 和 難 民 湧 入 香 港 ， 加 以 東 南 亞 一 帶 的 政 治 局 勢 不 穩 定
， 大 量 資 金 由 各 國 湧 入 香 港 ， 使 工 業 發 展 所 經 常 遭 遇 到 的
二 大 困 難 │ 人 力 和 資 本 │ 都 迎 刃 而 解 。 並 且 ， 由 於 韓 戰 導
致 聯 合 國 對 中 國 大 陸 施 行 經 濟 封 鎖 ， 禁 止 各 會 員 與 中 國
貿 易 。 因 此 ， 使 一 各 倚 靠 轉 口 業 作 為 外 匯 來 源 的 香 港 ， 遭
受 嚴 重 的 打 擊 。 當 時 的 資 本 家 不 得 不 開 始 注 重 工 業 的 發 展
。 由 於 新 投 資 不 斷 加 入 ， 鞋 履 業 亦 發 展 得 很 快 。 同 時 ， 由
4於 香 港 受 到 英 聯 邦 特 惠 稅 的 優 待 ， 個 別 廠 家 開 始 各 外 推 銷
， 英 國 更 成 為 本 港 鞋 履 業 最 主 要 的 外 銷 市 場 。 由 於 需 求 的
增 痴 ， 生 產 技 術 也 有 了 一 定 程 度 的 改 良 ， 部 份 工 序 開 始 以
機 械 代 替 人 力 。 成 為 半 手 工 業 半 機 械 生 產 的 工 業 ， 一 九 五
九 年 ， 香 港 有 鞋 履 廠 八 十 五 家 ， 迄 一 九 七 一 年 ， 增 至 二 百
五 十 一 家 ， 平 均 每 年 均 以 百 分 之 十 一 的 成 長 率 增 加 。 但 大
部 份 工 廠 屬 小 型 工 業 ， 設 備 有 限 ， 生 產 能 力 不 大 ， 且 因
廠 數 眾 多 ， 外 銷 市 場 集 中 ， 逐 漸 形 成 惡 性 競 爭 局 面 ， 使 業
者 生 存 大 受 威 脅 ， 更 無 增 加 設 備 及 擴 展 生 產 的 勇 氣 和 興 趣
。 同 時 ， 歷 年 平 均 工 廠 一 人 數 字 反 映 出 香 港 鞋 廠 有 趨 各 小
5型 工 業 的 傾 向 。 由 於 小 型 工 業 受 到 財 力 的 限 制 ， 業 者 經 營
困 難 ， 一 旦 外 銷 下 降 ， 大 有 難 以 維 持 之 勢 ， 部 份 廠 商 竟 至
不 支 而 告 停 業 。 迄 七 三 年 三 月 ， 鞋 履 廠 僅 剩 二 百 十 一 家 ，
就 業 人 數 七 千 餘 人 。
香 港 外 銷 鞋 履 在 六 一 年 至 七 一 年 期 間 ， 每 年 均 有 不 錯
的 外 銷 增 加 率 ， 平 均 為 百 分 之 十 一 。 外 銷 鞋 履 以 橡 膠 和
橡 膠 有 鞋 發 展 最 早 ， 反 者 居 外 銷 值 比 重 最 大 ； 人 造 皮 鞋 │
P.V.C. 而 膠 鞋 │ 發 展 較 晚 ， 但 因 增 加 率 最 高 ， 外 銷 值 在 一 九
七 一 年 已 佔 外 銷 鞋 履 戀 值 百 分 之 四 十 八 。 由 於 人 造 皮 鞋 款
式 講 究 ， 利 潤 高 ， 香 港 廠 商 應 特 別 注 重 發 展 此 類 皮 鞋 ， 避
6免 與 其 他 勞 力 充 沛 和 工 資 低 廉 的 發 展 中 國 家 進 行 惡 性 競 爭
。
香 港 鞋 履 對 外 銷 售 已 普 及 世 界 各 地 ， 銷 往 世 界 九
十 多 個 國 家 。 自 五 十 年 代 起 ， 由 於 本 港 工 資 廉 宜 ， 技 術 較
佳 ， 產 品 質 量 優 良 ， 得 到 海 外 進 口 高 的 信 任 ， 銷 售 地 區 及
數 值 逐 年 激 增 。 但 主 要 銷 售 地 區 仍 集 中 於 歐 洲 自 由 貿 易 區
（ 主 要 是 英 國 ， 瑞 典 和 丹 麥 ） ， 歐 洲 共 同 市 場 （ 主 要 的 國 家 是 西
德 ， 荷 蘭 和 比 利 時 ） ， 美 國 ， 加 拿 大 ， 澳 洲 和 南 非 。 一 九 六
四 年 六 個 地 區 佔 主 要 外 銷 鞋 履 總 值 百 分 之 七 十 九 ， 一 九 七
二 年 則 為 百 分 之 八 十 九 。
7香 港 鞋 履 業 很 一 九 六 九 年 起 冒 有 走 下 坡 的 趨 勢 ， 外 銷
成 長 率 由 六 八 年 之 百 分 廿 四 跌 至 六 九 年 百 分 之 八 ， 七 二 年
更 出 現 資 成 長 率 （ -13.4% ） ， 原 因 可 分 述 如 下 ：
一 香 港 鞋 履 工 業 屬 於 勞 動 密 集 的 輕 工 業 ， 主 要 生 產 部
份 仍 以 人 力 為 主 ， 但 由 於 鞋 廠 工 作 環 境 的 惡 劣 和 其 他 工 業
的 興 起 ， 已 使 該 業 年 青 工 人 越 來 越 少 ， 舊 的 一 輩 紛 紛 退 休
， 形 成 該 業 工 人 的 缺 乏 。 同 時 由 於 與 其 他 鄗 興 工 業 競 爭 ，
工 資 不 斷 增 加 ， 加 以 工 人 流 動 性 大 ， 以 致 生 產 成 本 增 加 。
二 香 港 缺 乏 自 然 資 源 ， 各 種 原 料 和 化 學 品 均 倚 賴 國 外
進 口 ， 但 由 於 近 年 來 各 種 原 料 價 格 躍 升 ， 尤 以 塑 膠 為 甚 ，
8以 致 產 品 成 本 加 重 ， 大 大 削 弱 產 品 輸 出 的 競 爭 能 力 。 同 時
， 因 鞋 履 廠 以 小 廠 居 多 ， 廠 商 由 於 資 本 和 其 他 限 制 ， 原 料
進 口 大 都 倚 賴 本 港 入 口 商 ， 在 原 料 價 格 躍 升 的 情 形 下 ， 個
別 廠 商 難 以 向 入 口 商 取 得 信 用 。
三 香 港 既 缺 乏 橡 膠 和 塑 膠 原 料 ， 本 不 具 發 展 鞋 履 工 業
的 條 年 ， 可 是 由 於 勞 動 力 充 沛 。 工 資 低 廉 ， 人 民 勤 奮 等 有
利 因 素 尚 可 彌 補 原 料 不 足 ， 所 以 鞋 履 工 業 能 在 香 港 生 根
和 成 長 。 惟 其 他 新 興 發 展 中 國 家 ， 例 如 台 灣 ， 南 韓 等 的 興
起 ， 它 們 有 更 充 沛 的 人 力 ， 更 低 廉 的 工 資 和 廠 地 ， 加 上 日
美 等 國 的 投 資 ， 設 備 和 技 術 方 面 大 為 提 高 ， 因 此 大 量 定 單
9均 被 此 等 國 家 吸 去 。 由 地 區 銷 售 分 析 觀 察 各 主 要 地 區 市 場
的 銷 售 潛 力 和 現 有 的 銷 售 成 果 ， 香 港 在 外 銷 市 場 競 爭 中 越
來 越 居 於 不 利 的 地 位 。
四 由 於 銷 售 地 區 過 分 集 中 的 現 象 ， 使 業 者 競 相 個 別 對
國 外 報 價 ， 形 成 同 一 規 格 產 品 ， 價 格 高 低 不 一 ， 引 起 國 外
客 戶 發 生 懷 疑 ， 甚 而 招 致 削 價 競 爭 ， 引 起 不 良 後 果 。
五 由 於 鞋 履 業 對 於 主 要 外 銷 市 場 倚 賴 程 度 過 高 ， 此 等
市 場 的 變 化 ， 無 論 是 經 濟 或 非 經 濟 性 質 的 變 化 ， 都 對 香 港
鞋 履 業 產 生 嚴 重 的 影 響 ； 例 如 一 九 七 一 年 共 同 市 場 實 施 特
惠 稅 制 度 ， 本 港 鞋 履 不 能 享 有 此 項 特 惠 ， 鞋 履 外 銷 成 本 即
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因 而 增 加 ， 七 二 年 外 銷 值 隨 即 較 七 一 年 下 降 百 分 之 十 五 。
更 由 於 英 國 和 丹 麥 加 入 共 同 市 場 ， 香 港 鞋 履 業 於 一 九 七 五
年 若 仍 然 不 能 享 有 特 惠 稅 ， 外 銷 定 必 受 到 更 大 的 打 擊 。
根 據 近 年 來 發 展 軌 跡 和 目 前 趨 勢 ， 人 造 皮 鞋 工 業 是 一
個 尚 在 不 斷 發 展 且 頗 有 前 途 的 工 業 ， 本 港 廠 商 宜 集 中 力 量
向 高 價 和 款 式 新 穎 的 人 造 皮 鞋 發 展 ， 避 免 與 低 成 本 的 發 展
中 國 家 競 爭 。 同 曷 ， 廠 商 應 建 立 堅 強 的 行 銷 機 構 ， 以 促 進
外 銷 ， 從 事 搜 集 利 銷 情 報 ， 協 助 推 銷 ， 舉 辦 商 展 ， 進 行 產
品 設 計 的 研 究 。 至 於 未 來 市 場 除 已 開 發 國 家 為 主 外 ， 東 歐
。 非 洲 和 中 東 等 地 區 市 場 亦 應 努 力 開 拓 。


